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t.  It is no easy task to summarize the essential points
among the activities of the European Communities in 1968.
This is not just because the richness and diversity of life
cannot be neatly tucked into the limits set by arbitrary
deadlines, but even more because the existence and develop-
ment of the Communities  during the last twelve months have
been fraught with astonishing contrasts: difficulties, delays
and disagreements on major aspects of Community life have
alternated with major advances, with not inconsiderable
successes and with a great many undertakings whose diver-
sity cannot fail to strike the reader of this General Report.
This being so, the Commission  believes that, instead of
trying to make a general appraisal of all that has happened
in the Community, it should single out the fields rvhere it
considers there are grounds for satisfaction with the pro-
gress achieved and those where, on the contrary, there is
cause for concern, and close with a few general opinions on
the state of the Community.
A. Reasons for satisfaction
2.  There can be no question here of examining chapter by
chapter each of the fields in which advances have been10  rNrRoDUcrIoN
made; they are indeed far too numerous. The public will
concentrate more easily on the outstanding difficulties
and spectacular disagreements than on the slow but cer-
tain progress of Community  life. The Report itself is a
mine of information  in this respect, and only a few essen-
tial points will be touched on here.
Customs union was completed when customs duties
within the Community were abolished on 1 July 1968.
The common extern aL taiff was introduced and the first
instalments of the reductions resulting from the multi-
lateral negotiations held in Geneva during May t967 were
put into effect. The problems still pending in the sphere
of customs harmonization,  important as they may be, are
not,such as to detract appreciably fr.om the value of these
fundamental results.
3.  Despite the political difficulties between them at
various points in the year, the Member States have been
able to work together on the building of economic union
and to take some important decisions in this field.
The Community  has, for instance, passed to the single
market stage for all the leading agricultural products.
The common prices which had been fixed beforehand have
come into force, so that from 1 July 1'968' it has been
possible to move most agricultural products freely from
country to country.
In transport, there has been the progress expected
since work in this field was given fresh impetus at the
end of 1967. On the economic and technical plane, as in
the social field, the decisions taken in 1'968 represent aINTRODUCTION  1,1,
considerable step forward which will make it possible to
continue with the elaboration of the common policy.
ln 1968 one of the great objectives of the Rome Treaty,
the free movement of workers within the Community, was
also achieved. All discrimination in employment, pay and
working conditions based on nationality has thus disap-
peared. This completes the process which began when the
Treaty came into force and progressed  through the succes-
sive stages of the 1961 and t964 regulations.
Particular mention should also be made of several
important decisions that have been taken in the commercial
policy field with an eye to the 1 January t970 deadline.
After a long period of inaction it was at last possible,
at the end of '1.968, to resume-with the full co-operation of
the Commission-the work begun by the Group on Scien-
tific and Technical Research Policy.
In addition to these Council decisions, mention should
be made of the action by several Member States in 1'968
to adapt their internal legislation to the decisions taken by
the Council in 1,967 with a view to adoption of the tax on
value added. This is one of the cornerstones of the Com-
munity's whole fiscal policy.
4.  The Commission  has itself taken action on a large
number of matters and has submitted proposals and memo-
randa to the Council on several fundamental questions'
In the spring it specified the main lines of the policy it
intends to pursue in the various sectors of industry (industryt2 INTRODUCTION
in general, traditional  branches in difficulty, growth indus-
tries).
In the nuclear field, it submitted a 'White Paper to the
Council concerning the industrial exploitation of the results
of research, the problems faced by the Community because
of its technological  backwardness, and the possible solutions.
In the tax field the Commission has completed its
studies of common fiscal arrangements to be applied when
an enterprise domiciled in one Member State merges with
or acquires holdings in an enterprise domiciled in another
Member State. It has worked out and submitted to the
Council the main lines of a common fiscal system for use
in all Member States. The aim is to enable firms in the
Community to adapt themselves without fiscal handicaps
to the common market and to competition within the Com-
munity or elsewhere.
In the field of competition, application of the regu-
lations in force has made it possible to pigeonhole a great
number of files and so to make a considerable reduction in
the backlog of cases pending. Moreover, the Commission
has made it perfectly clear that it views co-operation between
enterprises  with favour.
The merger of the Executives has produced its first
effects in the field of energy. Taking over the studies in
hand where the former Executives left off, the Commission
has drafted and sent to the Council a general memorandum
covering all sectors and proposing first guidelines for the
Community policy on energy.
Finally, the Commission  has drawn up a memorandum
setting out, for the Community institutions and the publicINTN,ODUCTION t3
at large, rhe essential problems of agricultural structure
within the Community. Once the consultations which have
just begun are completed this memorandum will serve as a
tasis for specific proposals, discussion of which will more
than fill the year 1969.
5.  To these internal measures must be added the policy
pursued by the community with regard to the Associated
Afri."t, States and Madagascar.  The Community's  work in
Africa is one of its great achievements, and co-operation
between the European and African peoples is developing
in an exemplary manner in the framework of the Yaoundd
Convention. There could be no better proof of the success
of this Convention than the unanimous decision to renew it
taken both by the Member states of the community and
by the eighteen Associated States.
The Commission  has made precise proposals to the
council as to what the new convention should contain.
It is striking to see that the disagreement between the
Member states in Europe has no repercussions  outside, and
that the community's work in Africa is pursued with all
the necessary proficiency and drive thanks to the fruitful
co-operation of the community institutions amongst them-
selv.i and with the Member States. In this field the
European Parliament plays a very effective role, a point
which should once again be emphasized.
6.  This list is in no way exhaustive. It merely highlights
a few sectors in which progress has been more obvious
than in others. However, we should not forget the lessT4  INTRoDUCTIoN
spectacular but extremely necessary action which the Com-
mission has to undertake whenever a Member State en-
counters great difficulties in its economy or in some par-
ticular sector. 'We need only point to the decisions which
the Commission took following the difficulties experienced
by France in May and June 1.968, and which constituted  a
correct application of the provisions of the Treaties of Rome
and Paris.
Mention should also be made of the day-to-day aspects of
Community activity, the application of the regulations  in
force, the pursuit of the negotiations with non-member
countries, all of which add up ro an immense amount of
work for the Community institutions (Parliament, Council,
Commission,  Court of Justice) and consritute the daily
life of the Community.
B. Reasons for concern
7.  But the Community has had its due share of worries
in 1968.
The first matter of grave concern is the political
controversy which has arisen between the Member States
concerning the enlargement of the Community. The dis-
agreement  which crystallized in the Council discussion of
19 December 7967 was not resolved in L968. It has caused
the Council and the Commission to lose valuable rime,
since the greater part of the Council's discussions  have been
devoted to it. The negative attitude adopted in this field by
one Member State has evoked negative reactions by its
partners in a number of other spheres. The blocking ofINTRODUCTION  15
the enlargement of the Community  has provoked the
blocking of the negotiations with the Mediterranean coun-
tries ""a  of progress in the technological field. After
months of irritating discussions it was only slowly that
the atmosphere  improved, in the second half of the year,
and that the efforts made in the spring to work out a tem-
porary compromise  solution began to bear fruit.
g.  The second matter for concern is the spread of these
disagreements to other sectors. The Commission  has noted,
and regrets, a general deterioration of the atmosphere
within the community. There has been less goodwill, and
conciliatory solutions have become more difficult to work
out; the advocacy of purely national interests has become
quite open. It took a year and a half to establish the
pro..d,rr.s for providing food aid to the developing coun-
lries, the principle of which was accepted by the Com-
munity in May 1,967.In dealing with agricultural regulations,
customs regulations or regulations in the field of com-
mercial policy, Member states have too often made their
"gr..-.rr, 
conditional upon the satisfaction of immediate
interests and failed to consider those of the Community  as a
whole. It would be vain to conceal the fact that this attitude
has nor only struck specialists discussing these matters
within the institurions, but has been very widely noted by
public opinion both inside and outside the community, and
ir", don. nothing to reinforce the latter's authority in
Europe and throughout the world.
g.  The third cause for concern is unquestionably the
Euratom crisis. It is perfectly understandable  that Member
States should disagrie on rhe programme of work to beL5 INTRODUCTION
accomplished by this Community institution, since the
basic elements of nuclear research and its industrial follow-
up have changed greatly since the European Atomic Energy
Community  was established, and their disagreement is even
more understandable when it is remembered that in most of
them the national programmes themselves  are the subject of
difficult rethinking. But the real cause of the crisis is the
absence of any genuine political will for joint action. It is
deeply disquieting thar once again agreement has prrrved
possible only on a provisional programme for one year
-and 
even then half the projects are to be paid for by
only five of the Member States out of six-while the 1969
research budget is still not adopted. If the Member Stares
should get into the habit of financing only those projects
which are of direct concern to them, the result would be a
rapid and serious deterioration  of Community action.
The interest of the Community as a whole must come
first; and so it was not without a feeling of bitterness and
impatience that the Commission  participated in the deliber-
ations at the end of the year when the Member States were
discussing the reduction of their joint effort in the first
large technological centre created by the Communitf. And
this at the very time when American astronauts  were
flying round the moon and striving ro outbid their Soviet
rivals in the conquest of space !
10. Finally, economic and monetary anxieties have been
caused by the problems that 1,958 has brought to the fore.
These difficulties have drawn a*ention to rhe divergences
which have become apparent in the last rwo years in the
economic development of the various member countriesINTRODUCTION t7
and which make closer co-ordination of their economic and
monetary policies necessary.
Moreover, the machinery for prior Community  consul-
tation established in t964 did not function satisfactorily
during the monetary  crisis in November. The Commission
would, however, emphasize that Community consultations
were constant and fruitful during the conference of the
Group of Ten in Bonn.
The Commission regrets that the unity of views and
action which had been reinforced since 1965 in the field of
international monetary relations, and which had produced
considerable results, was not maintained in the spring of
1968.
It is illogical that at a time when customs union has
been achieved, the common agricultural market is function-
ing and the future of international monetary relations is
fraught with uncertainty, the Member States should not
strengthen their economic and monetary solidarity. Opinion
in our six countries feels this need more every day; in the
building of our Community it is one step forward which
we can postpone further only at our peril.
C. Concluding remarks
11. Concluding this Introduction, the Commission  be-
lieves that it is in duty bound to draw the attention of
the Parliament-for which the Report is first and foremost
intended-and of public opinion throughout the Community
to a few fundamental points.18  rNTRoDucrroN
The difficulties through which the Community  is
passing-and  which get a little too much of the limelight-
should not blind us to the patient and unremitting work
of construction which is being performed.
The reader of this Report cannot but be struck by the
scale of what has been accomplished in so many and varied
fields. It would be a mistake to think that the Community
is paralysed, and equally mistaken to believe that it has
come to a halt with the establishment of customs union
and the operation of certain agricultural markets. The force
impelling our six Member States to integrate their econo-
mies and their social structures  has, happily, so far proved
more powerful than the obstacles encountered on the road
to integration.
12. It is in the nature of things that there should be dis-
agreements  between Member States; they stem from the
diversity of traditions and mental attitudes and from certain
interests, and are the fruit of free discussion within a
democrati c organization. \What is not reasonable is that the
States should have so much difficulty in coming to terms
on their sometimes divergent immediate interests and in
framing common solutions acceptable and profitable for
all.
The Commission  does not claim to be perfect and
cannot be surprised when the other institutions also have
their problems. It can, however, only regret that the Coun-
cil should sometimes  give the impression of being an inter-
national conference at which national delegations are
negotiating with each other, whereas in reality it is one of
the government organs of a Community of 180 million in-INTRODUCTION 19
habitants which must be guided efficiently in the same way
as any one of our member countries.
For a Community in the making, a Community which
still has to assert itself, efficient guidance is a vital necessity.
It is unacceptable that important problems should remain
unsolved for years on end. There is nothing to be gained by
retarding or blocking decisions which will eventually have
to be adopted anyway. Is it good sense to hold up completely,
despite the Opinion issued by the Commission, the start of
work on enlarging the Community when all parties state
that they want this enlargement  and know that it rvill ulti-
mately come about ? 'Was it wise to block, despite the
Opinion issued by the Commission, the procedures for
negotiations with the Mediterranean countries, which even-
tually had to be resumed after all ? \Was it wise, despite the
Opinion issued by the Commission, to let the Community
lose a year in which it could have been working on a common
technological policy-one of the most urgent questions of
today ? All this loss of time has been to no purpose and has
profited nobody, and it would have been better to tealize
that at the start rather than at the end. Can it be hoped that
the lesson of these experiences will not be completely wasted
in the years ahead ?
L3. Finally, the Commission would like expressly to re-
mind the reader how important it is for the life of the
Community that its institutions  should function normally.
Quite apart from the institutional developments which are
becoming increasingly necessary as the Community ad-
vances, the Commission is astonished at the lengthy battles
it has to fight merely in order that its functions under
the Treaty shall be respected and that nothing be done toINTRODUCTION
whittle whittle them down. At at time when all the Member  States
declare that they wish to strengthen the Community, it
when all the Member
must be clearly realized that the way to any such strengthen-
ing is primarily through respect for the institutions, their
reciprocal powers and their methods of deliberation and
decision.
If the Communities  were to be reduced to a vague inter-
governmental organization, their effectiveness would be
immediately and irretrievably jeopardized.
Alone of all the large European organizations,  the
Communities  have succeeded in building up and admin-
istering common policies, and this they owe essentially to
their institutional machinery. The same men who did not
succeed in framing and implementing  common policies in
the amorphous framework of other organizations have
managed to do so in the framework of the Community,
which provided them with the necessary institutional in-
struments.4
CHAPTER I
ESTABLISHING AND FUNCTIONING  OF THE
COMMON MARKET
1. Free movement  of goods
ENTRY  INTO FORCE  OF THE CUSTOIVIS UNION
1.  On 1 July 1968, on the basis of a Council decision of 26 luly
1965f) and-a bouncil regulation of 28 June 1968,(2'3).the customs
union was completed  18 months ahead of the timeJimit  laid down in the
Treaty of Romi. It was given concrete form by two essential-measufes:
the abolition of customs luties between the Member States and full appli-
cation by all these Member States of the common customs tariff.
Tariff disarmament  within the common Market is now complete
for goods in the industrial sector. For the agricultural  products listed in
Anni* II to the Treaty, however, tariff disarmament  has been made effec-
tive only for the *"jor parr, not generally; the method used has been
the setting up of common  organizations  for the various markets. Pursuant
to Council iirectiveNo.6T/364/CEE of 31 May 1967(a), customs duties
not exceedin g25o/o of the basic duty are still appliedbetween the Member
States on imlorts of about forty agricultural products not covered by
common *"ik.t organizarions  or by Council Regulation (EEC) No. 827l
68 of.28 June 1958.(5)
ffi"effe  No. t65,21september  1g65.
e) b:id. No: L 1.72, 22 luly 1968.
iti ft 
"'Co--ission 
hai pi,Utirn.a,  in the four Community.languages'  a new edition of
' ' *.-.iCir..;;  f";iii'"i-ttt.  S;-p.an Communities"  listing the duties applicable
"i-t tut" 1968. 1 lanua.y  7970, i January L971, and 1 January 1972. This work
is keit up to date'with all amendments, reductions  or suspensions  ot dutles.
(') Olli;ial gazette No. 108, 7 June 1967.
(6) lbid. No. L 151, 30 June 1968.22  ESTABLISHING  AND FUNCTIONING  oF THE coI{MoN  MARKET
'With regard to customs protection of the Common Market against
imports from non-member  States, the common  customs tariff, in the new
form adopted  as Council Regulation (EEC) No. 950/68 of 28 June
1,968,(r) has replaced the customs tariffs of the Benelux countries,
Germany, France and Italy. The resultant customs union embraces almost
all industrial and agricultural products. Two exceptions  have been
authorized by the Commission under Article 26 of. the Treaty of Rome:
these cover certain manufactured tobaccos for the Benelux countries(2)
and a quota for unwrought  aluminium  for Germany.(3) Among agricul-
tural products, only some forty tariff headings and sub-headings are ex-
cluded; for these, as for the exceptions  referred to above in connection
with tariff disarmament, approximation under Article 23 of the Treaty
of Rome remains the rule. Finally, for products which come under the
Treaty establishing  the Coal and Steel Community)  a common customs
tariff will not be applied de facto before 1 January  1972. At that date
the tariff rates that are being harmonized in the Member  States will, as
a result of the 1963/67 round of tariff negotiations in GATT, be fully
aligned.
Taritf union is, however,  only a stage on the road to a real customs
union. The latter calls for uniform  interpretation  of the common  customs
tariff, its continuing administration  and Community legislation  to replace
national legislations  in this field.
THE COMMON  CUSTOMS  TARIFF
2,  Now that intra-Community  duties have been abolished, uniform in-
terpretation of the common  customs tariff, that is, the levying of one and
the same duty on a given item, no matter which Member State has im-
ported it, assumes greater importance.  To this end two kinds of measure
will need to be adopted at Community level, similar to those that already
exist at national level. These are the drafting  and application of explana-
tory notes to the common customs tariff and the tariff classification
of goods.
In order to have these two kinds of measure handled by the Commu-
nity, the Commission  proposed to the Council, in what became Regula-
tion No. 950/68, the setting up of a Common Customs Tariff Committee
(') Oftkirt C"rerre No. L 172, z2July 1968.
(2) lbid. No. L 221, 7 September 1968.
(3) lbid. No. L 110, 11. May 1968.FREE MOVEMENT OF GOODS LJ
to assist the Commission over the interpretation  of the tariff nomencla-
ture with a view to its uniform application in all six Member States. This
proposal  was examined in the Council at the same time as the regulation
on th. common customs tariff.; as the Permanent  Representatives'
Committee  had had reservations on certain of its clauses, the part concern-
ing this committee was taken out for later consideration. Discussion of
the point was resumed in November  1968.
\fhile waiting for the committee to be set up' the Commission
conrinued  the work of drafting  explanatory notes. Of the gL chapters for
which such notes are to be compiled, 52 have already  been dealt with.
The texts adopted will be available at the beginning of 1969.lnaddition,
about 60 deciiions  on the classification of goods have been taken by the
panel of experts from the Member States attached to the Commission  and
have been communicated to the national authorities  for implementa-
tion.
After 1 July 1958 the commission,  in conjunction with the national
experts, examined applications for reduction  or suspension  of duties for
peg. As in previous years these concerned pfoducts imported from non-
member Stales for which output in the Community  is either inadequate
or non-exisrent. Out of the L18 products  examined, 82 already bene-
fited in 1,968 from various reductions  in the rates of duty. Agreement was
reached on about a hundred reductions or suspensions.
A certain number of changes in the customs nomenclature,  based on
technical grounds, *er. .""*itted on behalf of the Commission by $e
panel of girr.rn-.nt experts. Agreement was reached  and a draft regula-
iior, "-.iding 
the common customs tariff was submitted to the Council
with a view to its application from 1 January 1'969 onward.
TARIFF QUOTAS
3.  The number of applications for national tariff quotas' which
reached its highest levelin7962with278 applications,  has declined  contin-
uously in recent years; they totalled 68 for 1968 and only 26 for 7969.
This very satisfying result is the consequence  of efforts made since
1961, to eliminate as ttt"ny national tariff quotas  as possible. In 1968, for
instance,2l  applications  ceased to have any purpose after the Council had
adopted a diift decision submitted by the Commission;  this decision,
take- r under Article 28 of the Treaty, suspended the CCT duties on 14 items.24  ESTABLISHING  AND FUNcrtoNrNG  oF THE coMMoN  MARKET
A similar proposal will be added to the collective proposals  for suspen-
sion or reduction of cusroms duties f.or 1969.
Another means of eliminating national tariff quotas is the Commu-
nity tariff quota. The opening of 8 community tariff quotas bound in
GATT (1963/67),some  of them increased  auronomously  during the year,
also robbed 26 applications for national tariff quotai of alf purpose.
Good progress was. again made by the Council in examining  the
commission's  memorandum on the general lines for the administration
of community tariff quotas, but no conclusion  has yet been reached.  The
commission  has therefore put before the council concrete proposals,
based on earlier experience, for the administration of the c6nventional
Community  tariff quotas to be opened for 1969.
.  4 proposal  is being drafted for rhe approximation of legislation on
the administration of tariff quotas and on-the alignment of tie divergenr
practices of Member States in this field.
ELIMINATION  OF CHARGES \TITH AN EFFECT EQUIVALENT
TO THAT OF CUSTOMS  DUTIES
4.  The commission  actively continued its examination of charges on
imports and,/or exports which may be considered as equivalent to
customs duties.
To date it has been possible to list 380 different cases of such
charges of the most heterogeneous kinds (licensing charges, statistical
dues-'  st_amp duty, fees for plant, animal and other health contiols, dudes
on the loading and unloading of goods, etc.) as well as numerous  other
charges and dues, rhe revenue from which is intended to finance the
activities  of. organizations  which are partly government controlled. of
these:
279 have been definitely settled (charges abolished,  charges rrans-
formed in such a way that they no longer have an effect Jquivalent
to that of customs  duties, while in a few cases examinaiion has
shown that the charges do not have ,,equivalent  effect");
17 are in course of being regularized (the commission has taken
the necessary steps to have these charges suppressed,  but the
necessary  action has not yet been taken by the Member states).FREE MOVEMENT OF GOODS 25
There remain therefore 84 cases for which examination has not yet
shown definitely whether Articles 12,13 and 15 of the Treaty offer valid
legal grounds for action by the Commission;  they all present difficult
Iegal problems.
In addition, new cases are frequently  brought to light and the true
extent of the charges levied on imported  (or exported) products becomes
more and more apparent with the disappearance of the traditional pro-
tective  measures on trade between Member States (abolition of customs
duties and quantitative  restrictions).
Although the incidence of some of these charges is rather limited
and their protective effect is sometimes scarcely perceptible, they none
the less hamper the free movement of goods. If the Member States
continue to subject imported or exported goods to any form of charge,
whether fiscal or parafiscal, they prevent the Commission from fixing
even an approximate  date on which it will have completed its drive to
suppress all charges having an effect equivalent  to that of customs duties.
VALUE FOR CUSTOMS  PURPOSES
5.  On 27 June 1958 the Council adopted Regulation  (EEC) No. 803/
68 on the customs value of goods.(l)  The further precision which this
regulation gives to the various parts of the Definition of Value intro-
duced by the Brussels Convention on Valuation for Customs Purposes,(2)
and the implementing regulations  for which the regulation provides, will
quickly reduce to a minimum the differences which are still to be found
in the methods by which Member States assess the value of goods and, in
consequence,  they will help to ensure that the incidence of the duties in
the common  customs tariff is truly equal no matter where goods are clear'
ed through  customs within the Community.
The Committee  on Valuation of Goods for Customs Purposes,
established  by the Council regulation mentioned  above, has agreed a draft
regulation  on the air freight charges to be incorporated  in the customs
valuation. These provisions  came into force on 1 January  1969. Three
other draft regulations are at present being studied.
(t) Oftiriot grretle No. L t48,28 June L958.
(') Signed at Brussels on 15 December 1950,26  ESTABLISHING  AND FUNCTIQNING  oF THE CoMMON MARKET
CUSTOMS LEGISLATION
6.  Under the terms of Article XXIV of GATT, the application of
substantially similar customs regulations in each of the contracting
countries is one of the characteristics of a customs union, and during
the first half of '1.968 the Commission  accordingly submitted to the Coun-
cil a considerable number of proposed regulations and directives  on this
subject. The Commission made these proposals  not only with a view to
completing the customs union but also as a means of bringing home to
the peoples of the Member States the reality of the Common Market.
Together with the proposals  previously submitted or adopted, adoption
of this group of regulations and directives would have the effect of
harmonizing  a large part of customs larv in the Member States and con-
siderably reducing customs formalities  at intra-Community  frontiers.
The Council has approved  seyeral of the proposals, but the Commission
notes with regret that a number of important proposals, although both
their content and their form have been approved, have not yet been
(ormally accepted by the Council. Inevitably, then, attention is being
focused increasingly on the problem of redistribution of customs  fevenue,
for while complete harmonization  of customs legislation will not prevent
imported goods destined for one Member State from being cleared  by
customs in another Member State, the continued existence  of disparities
in the customs legislation of the various  States concerned cannot but con-
tribute actively to diversion of revenue.  The correlation  between dispari-
ties and diversion of revenue was, moreover, recognized by the Council
in its resolution of tI May 1,956.
The Commission has proposed a procedure  for identifying and, if
need be, offsetting diversion of customs revenue. On the basis of the
information which will be obtained by this procedure, a decision will be
taken on the advisability of arranging for redistribution  among the Mem-
ber States.
7.  The work on customs legislation has reached the following stage:
In the aeronautical sector, equipment for the servicing, repair and
construction of aircraft has since 1 July 1958 been subject to Community
provisions under which it enters, on economic  grounds, duty free or at
reduced rates. This decision, taken by the Council on 18 June 
'1.968,
rounds off decisions previously adopted in the field.
Harmonization has been achieved in the shipbuilding sector by a
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for the construction  and general fitting out of sea-going vessels may be
imported duty free. As there is no similar Community measure to cover
.rressels used on inland waterways, the total or partial exemption from
duty granted in respect of these vessels by certain Member States has
had to be cancelled as from 1 July.
As regards duty-free allowances for travellers, the Commission
submitted to the Council on 21 June 1.968 a draft regulation  aimed at
harmonization  in this field. Parallel to this is a proposed decision based
on Article 99 oI theTreaty  and submitted  to the Council on26 June 1958;
it is intended to harmonize the tax facilities to be granted to travellers.
The two proposed  directives drawn up by the Commision concern-
ing bonded *ut.ho.,t.t  and free zones have not yet been adopted by
the council.  pending this, work has been put in hand at expert level on
implementing  provisions and, in particular' on a list of the forms of
processing which may be carried our in bonded warehouses  and free
zones.
A proposed directive on Community arrangements for inward
processing iraffic was submitted to the Council on 27 March 1968.
Pending its adoption, the experts are working on the provisions
which will have to be included in the rules of procedure of the
Processing Traffic Committee  provided for in the proposed directive.
In close connection with all this, work is in hand on a procedure by
which products imported duty free can be used, under certain
conditions, in the production of goods for the internal market, the
goods themselves being subject to the duties applicable to them. This
procedure, known under German law as "IJmwandlungsverkehr",  helps
io pt.u.rrt business from being transferred abroad in cases where
,rr.h " 
move would be encouraged  by imbalances within a tatitf, the
finished goods being subject to less tax than the product needed for
their manufacture.
'S7ork was begun early in 1968 on Community arrangements  for
outward processing traffic. From the economic point of view, the
importance of this traflic is smaller than that of inward processing
triffir, but for a wide variety of reasons Community firms frequently
need to send products abroad to be repaired or otherwise worked on
or processed, and then to reimport them. Since reimportation benefits
from special tariff treatmenr,(1) there will have to be a decision on
the advisability of authorizing this treatment in all cases where the
(1) See the Commission recommendation on this subiect dated 29 November  1961, ' ' 
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technical conditions  are fulfilled, or of providing for a possible  refusal
when the operation concerned is prejudicial to the essenrial interesrs
of the Community  economy.
'Work has been undertaken  on the harmonization of temporary
import arrangements other than those for inward processing traffic.
The main need is to determine the condirions  under which machines
and tools (including moulds), temporarily introduced  into the cusroms
territory without payment of the normal duties, may be used within
the Community. Since their use is liable to distort conditions of com-
petition to the detriment of enterprises  using machines and tools on
which duty has been paid and to preiudice the interesrs of Community
producers of similar products, the application of these arrangemenrs
should be made dependent on certain economic conditions, and even
then exemption from duties should in certain cases be no more than
partial.
The proposed directive on customs controls to be applied to goods
entering the Community  and the temporary warehousing of these goods
was adopted by the Council on 30 laly 1968 (Directive No. 68/312/
cEE).(1)
The proposed directive on the methods of payment of customs
duties, of charges with equivalent  effect and of agricultural  levies, which
was submitted to the Council on 27 November  1,967, has not yet been
formally adopted.
On 1 April 1968 the Commission submitted ro the Council a pro-
posed regulation  on Community transir trade, based on Article 235 of.
the Treaty. Since the institution of Community transit trade arrange-
ments requires the adoption of a considerable  number of implementing
regulations, work in this {ield has continued pending adoption of the
regulation; with the assistance  of government experts, members of the
Commission's staff have been concentrating especially on the formula-
tion of a guarantee  system. In addition, the documents for transit of
the Community, of which only a general outline was annexed to the
proposal,  and the instructions on their use, have been worked out in
detail.
'With the adoption by the Council, on 27 June 1958, of Regula-
tion (EEC) No. 802/58(2) on a common definition for the concept of
(r) Oflicial gazette No. L 194, 5 August 1958.
(2) lbid. No. L 148, 28 June 1968.FREE MOVEMENT OF GOODS
origin, the Community has provided itself with a necessary instrument
for the uniform application of any Community provision on tariffs or
other matters whose application, whether to imports or exports' depends
on the origin of the goods. Apart from the adoption of its rules of pro-
cedure, one of the first tasks to be performed by the Committee  on
Origin which was set up by this regulation was to give an opinion con-
cerning a draft regulation on the institution of a Community certificate
of origin.
A second proposal approved  by the Council concerns anti-dumping
and countervailing  duties. As Regulation (EEC) No.459158(1) on defence
against dumping practices  and bounties or subsidies given by countries
which are not members of the EEC, this was adopted on 5 April and
came into force on 1 July 1958.
Since the various proposals on the harmonization  of customs law
frequently refer to the concept of the customs territory of the Com-
munity, it was becoming urgently  necessary for the concept to be de-
fined. The Commission therefore drew up a proposed  regulation, based
on Article 235 of the Treaty, under which the Community  cusroms
territory embraces  all the territories of the Member States, apart from the
exceptions specifically laid down. The proposal was adopted on 27 Sep-
tember 7958 as Regulation  (EEC) No. 1496/68.(2)
As the date of 1 July approached, the Commission  sent to the
Member  States a recommendation dated 21 June 1968,(3) to the effect
that control of tourist vehicles and passengers at intra-Community fron-
tiers should be reduced to the minimum.
MEASURES  WITH EQUIVALENT  EFFECT TO QUANTITATIVE
RESTRICTIONS,  OBSTACLES TO TRADE, TECHNICAL HARMONIZATION
Quantitatiue  restrictions and measures u'ith
equiualent  effect
8.  The few residual agricultural  import quotas (in particular for fish)
-the 
number of which has diminished further following  the entry into
(r) Oflicial gazette No. L 93, 17 Aprll 1968.
('z) lbid. No. L 238, 28 September 1958.
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force of agricultural regulations-continued  to be enlarged in conform-
ity with Article 33. Since 1 January 7968 they have been equal to at
least 20o/" of national output in order to comply with paragraph  3 of the
Article.
In the natter of measures with effect equivalent to quantitative
restrictions, the Commission has endeavoured,  as in the past, to bring
to light, eramine and take action against measures which affect imports
only and thus correspond to the Commission's definition of such
measures.
As soon as it is found that a provision is in the nature of a measure
equivalent in effect to a quantitative restriction,  procedure  under Article
169 is initiated if the measure is a new one, i.e. if it was introduced
after the entry into force of the Treaty. For measures already exisring
on 1 January 1958, Commission  directives are drawn up abolishing them
before the end of the transitional period. There has, for example, been
further work on a directive to remove restrictions on supplies to the
state, regional and local authorities and other legal persons under public
law.
It should be noted that the Commission's  task in dealing with
measures with equivalent effect is proving particularly delicate,  as there
are often problems of demarcation  between the fields of application
of Articles 30 to 36 and other provisions of the Treary.
Such a problem  arose, for example, in connection with provisions
applicable without distinction to domestic and imported products,
namely provisions which subject products of whatever origin to certain
marketing  conditions, for example provisions  relating to packaging or
composition.  Obstacles to trade resulting {rom such trading rules
normally have to be removed by harmonization under Article 100. To
the extent, however, that such provisions constitute  measures  with
effect equivalent to  quantitative restricrions, Articles 30 et seq.
are applicable. On this point, the Commission's experience  and think-
ing lead it, in the present circumstances, to class among such measures
any provisions that are applicable without distinction to both domestic
and imported  products and whose restrictive effects on the free move-
ment of goods exceed those proper to rules on trade. It is from this
angle that the Commission intends to examine the cases currently
referred to it.FREE MOVEMENT OF COODS 3L
Harmonization of technical rwles
9.  The total elimination of customs barriers has revealed the con-
siderable extent to which obstacles to intra-Community trade are due
to differences between one country and another in domestic  legislation
on industry. Such obstacles can be removed under Article 100, which
provides the legal instrument  for this purpose in the form of harmon-
ization of domestic legislation by means of directives.
The Commission has therefore endeavoured  to get things moving
quickly in the various industries and for this purpose has drawn up a
general programme for the removdl of technical obstacles to trade
resulting from differences in domestic legislation  between  one country
and another. The programme was adopted on 5 March 1958 and sub-
mitted to the Council on 7 March; it was endorsed by the Economic
and Social Committee  on 27 June and adopted by the European Par-
liament on 3 October'1.968.
As regards the Commission's commitments'  the programme pro-
vides for three phases, to be implemented, on 1 July 1'968,31  December
1968 and 1. July 1.969.
1.0. For the first phase the Commission has submitted to the Council
directives  concerning  the following  sectors:
Motor uebicles
1,  Proposed directive on acceptance  tests for approval of motor
vehicles;
2.  Proposed directive on lighting and signalling equipment;
3.  Proposed directive on permissible  noise level and exhaust
assembly;
4.  proposed directive on driving mirrors, field of vision, windscreen
wipers, windscreen  washers ;
5.  Proposed directive on connections for lighting and signalling
equipment for trailers;
6.  Proposed directive on horns.32  EsrABLrsHrNG  AND FUNCTIoNING  oF THE coMMoN  MARKET
Agricultural tractors and macbinery
7.  Proposed directive on acceptance  tests for agricultural tractors
and machinery;
Z.  Proposed directive on:
(a) Permissible total laden weight;
(b) Towing weight;
(c) Steering;
(d) Driving mirrors;
(e) \Windscreen  wipers;
(f) Protection of drive take-off and protruding moving parts;
(g) Connections  for lighting and signalling equipment of trailers;
(h) Posirion of the rear regisrration plate;
(i) Fuel tanks;
(i) Ballast weights;
(k) Driver's cab;
(l) Field of vision;
(m) Driver's seatsl
(n) Equipment for suppressing radio interference;
(o) Horns;
(p) Lighting and signalling equipment;
(q) Permissible noise level;
(r) Exhaust assembly;
(s) Traction equipment.
Crystal glassware
Proposed directive on the designation of products and criteria for
determining and distinguishing them.
Electrical macbinery and equipment
Proposed directive on electrical  equipment to be used within cerrain
voltage limits.
Measuring instrwments
1,. Proposed directive on measuring instruments in general;
2.  Proposed directive on clinical thermometers;FREE MOVEMENT OF COODS  33
3.  Proposed directive on cylindrical weights;
4.  Proposed directive on block weights;
5.  Proposed directive on the measurement  of the natural weight of
grain by the hectolitre;
6.  Proposed  directive  on the measurement  of the capacity of ships'
tanks.
Dangerous substances
Proposed amendment to the directive of 27 lune 
'l'967 on peroxides.
Oil pipelines
Proposed directive on safety measures for the construction  and oper-
ation of oil pipelines.
1.1. The Commission is actively preparing directives for the second
phase of the general programme.
Draft laws and regulations forwarded  by tbe Member States
to tbe Commission in response to its recommendation
of 20 September  1965(t)
12. The following drafts have been forwarded to the Commission in
respect of Belgium:
On 26 April 1958:
A draft royal decree regulating the use of electricity in under-
ground mining and quarrying works.
On 9 September 1968:
Two draft royal decrees laying down safety requirements for fuses
for rated current not exceeding 53 amp., and for wall-plugs and
flex for domestic  and similar purposes.
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13. The following drafts have been forwarded to the Commission in
respect of France:
On 2l March 1958:
A draft amendment to rhe decision of 25 May 1962 fixing the
safety principles for the approval of cold-forming  presses with
reciprocating components; a draft decision fixing the safety
principles for the approval of multi-purpose cutting machines
for building sites.
On 29 August 1958:
A draft decree making French standards  relating to movable fire-
extinguishers  compulsory.
14. The following draft has been forwarded to the Commission  in
respect of the Netherlands:
On27 May 1968:
Draft amendment to the 1959 regulation concerning  the deposit on
beer bottles.
Euronorms
15. Technical  standaidization is likewise  a means of removing obstacles
to intra-Community trade. 'Work begun in the ECSC on the standard-
ization of certain steel products was pursued in 1968.
The Co-ordinating Committee  on the nomenclature of iron and
steel products and its t7 working pafties continued to make satis-
factory progress in drawing up Euronorms in 1968.
The finalization of Euronorm 79-detinition and classification of
steel products by shapes and sizes-has enabled definitions that had
largely become technically outmoded to be classified more rationally
and brought up to date in the light of the possibilities of modern pro-
duction machinery.
In the goup of Euronorms on the qualities of non-alloy steel
products, seyeral important standards  have been published. SeveralFREE MOVEMENT OF GOODS 35
quality Euronorms concerning  steel for heat treatment have reached
the final phase. Euronorm 52 on heat treatment  terms has been pub-
lished..In the Euronorm  group concerning  sizes and tolerances of rolled
products, two size norms for special products have been published.
The problem of tolerances of flat products is progressing satisfactorily,
but certain questions of principle remain to be settled. The question of
tolerances of long products is being looked into again in order to adapt
them to the capacity of modern machinery.  Rapid progress is being
made on the necessary revision of the ten-year-old Euronorms for wire
rod. A start has been made on widening  several quality standards  to
include new grades.
The Co-ordinating Committee has no intention of being left
behind at world level from the angle either of quality of the metal or
of perfection in the shape of products. In working our modern  stand-
ards its aim is to reflect the efforts made both in research  and in
investment  by the Community's  iron and steel industry.
SAFEGUARD MEASURES (ARTICLE 225)
16. Of the Italian industries to which application of Article 226 was
allowed when the List G agreements were concluded, only the silk in-
dustry is still protected by a safeguard  measure, which is valid until
31 December  7969.
The safeguard measures concerning the lead, zinc and sulphur
industries in Italy expired on 31 December 7967. By its decision of
20 March 1958, the Commission rejected an application from the Italian
Government dated 13 December  1,957 for an extension until 31 Decem-
ber 1969 of the measures  safeguarding  lead and zinc. At the same rime
the Commission declared itself ready to examine, in the framework of
the Treaty of Rome, any proposed solutions that the Italian Govern-
ment might submit to it in order to take into accounr  social and region-
al difficulties arising after 
'1, July 1958.
The Commission also rejected, by its decision of 9 February 1958,
the application made by the same Government on 28 December  1967
for an extension until 1 July 1958 of measures  safeguarding the sulphur
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on 8 April 1968 the German Govermenr renewed its re,quest of
5 September  ig6z th^t Article 226 should be applied to the carded wool
fabrics industry, the measures to consist mainly of quotas for imports
from ltaly. The Commission came to the conclusion that opening such
quotas was not a suitable way of solving the relevant difficulties. 
'IWhen
il informed the German Government of its decision, the Commission
pointed out that a study was being made of the best way to- improve
ihe situation in the carded wool fabrics industry, which is in the throes
of a crisis in all the Member States.
On 15 November 1967 theFrench  Government  applied to the Com-
mission for authorization to open quotas for two years for imports of
household  refrigerators, washing machines, gas cookers and combined
gas and electric cookers, on the basis of the situation  in the first half of
1966.
By its decision of 23 February 1968, the Commission reiected this
application and informed  the French authorities that "should these
Fiinch industries encounrer difficulties liable to have serious conse-
quences at regional level, it would be ready to examine solutions sub-
mitted to it by the French Government in the framework of the Tteaty".
By its letter of 20 March 1968 the German  Government applied to
the Commission for authorization to levy, from 1 July 1968' counter-
vailing charges  equal to the domestic  duties being levied on imports of
produirs unler tariff headings 22.09 B and C (compound alcoholic
preparations  and spirituous beverages) from the other membef countries.
The German Government argued that, in the absence of a common or-
ganization for the spirits market, manufacturers and processors in the
other Member States were in a position to produce cheaper spirits and
spirituous beverages than manufacturers and processors at home. By
ifs decision of 15 July 1968 the Commission rejected this request, but
was prepared to examine by emergency  procedure  any further invocation
of this Article should serious difficulties arise in the months to come.
Conversely, the Commission  accepted  an application by the French
Government, dated 30 May 1968, f.ot authorization to levy an import
charge on certain pigmeat products. This was granted on the grounds
of the events in May, which had upset normal shipments of pigmeat
from production  areas to consumption centres. The French Government
feared that once the situation had been re-established, pigmeat suppliesFREE MOVEMENT OF GOODS .)/
in stock-raising areas would greatly exceed requirements. This author-
ization erpired on 31, July 1968.
On 5 August 1,968 the German Government applied to the Com-
mission for authorization to levy a countervailing charge on imports
of semi-finished products made from cocoa. This application  is being
examined.
17. These requests for the application of Article 226 fall into three
categories: those concerning certain industries to which the Council gave
priority when the Treaty was drawn up, those concerning  foodstuffs or
products made from spirits, and those which concern other industries.
The Commission rejected the requesrs in the first category (lead,
zinc and sulphur),  considering that these industries had been proteced
for eight years and no extension could be given; any solutions to ouf-
standing problems should be sought not in Article 226 but in some
other context.
The safeguard measures in the second category  concerned pig-
meat, alcoholic beverages and semi-finished  products made from cocoa.
In the first case they were requested because of the economic circum-
stances (May events in France) and in the second case because of the
lack of a common market organization.  The fact that in the latter case
the Commission rejected the application  does nor mean ipso facto that
invocation  of Article 226 cannot be based on the absence of a common
organization  of the market. Certain analogies are to be noted between
the case of cocoa products and that of spirituous beverages,  particu-
larly as regards problems linked with production methods.
Applications  coming under the third category  (carded wool fabrics,
electrical household appliances) result from the progressive establishment
of the customs union 
-and 
the specialization ;f ploduction within the
Community. Certain industries have found themselves facing problems
of recasting structures or of conversion, problems aggravated by the
pressure of competition  from industries in other Member States.
The Commission considered  that in an expanding economy that
is undergoing  a process of integration,  and in view of the progress
made in establishing  the customs union, a solution to the structural  and
growth problems facing firms should not be sought primarily in measures
restricting imports.ESTABLISHING AND FUNCTIONING  OF THE COMI'ION  MARKET
2. Difficulties arising from the economic situation  in France(i)
QUOTA MEASURES
18. The exceptional difficulties with which the French economy has
been faced following the events in May and June 1968-difficulties
which could not only jeopardize France's external balance, but also
affect the whole Community-persuaded  the Commission that it was
necessary to apply measures to facilitate a rapid return to normal in the
industries more particularly hit by the strikes.
With this aim it authorized Ftance, by its decisions of 6 and
23 July 1958, issued under Article 37 of the ECSC Trcaty and Article
103(3) of the EEC Treaty respectively, to limit the growth of certain
imports from the other Member States of products of such industries.
As these, however,  are measures allowing exemptions from the
normal functioning of the Common  Market, the Commission stressed
that they should be strictly limited in time, not susceptible of extension
nor an obstacle to the reasonable growth of intra-Community trade and
conditional upon the adoption by France of similar arrangements to
limit imports from non-member  countries.
Content ol the quotd meAsures
19, The measures  took the form of the re-establishment of import quotas
for goods from the other Member States in the steel, motor vehicle,
textile and electrical  domestic  appliances industries.
The Comnission limited the application of these quotas
a) Four months (from 1" July to 31 October 1'968) f.or motor
hicles:
b) Six months (from 1 July to 31 December 1968) for products of
the other industries concerned.
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It fixed the volumes  by taking as a basis the corresponding period
of. L967, increased by a growth rate corresponding to the trend of trade
which could reasonably  be expected in 1968.
In both its decision of 5 July 7968 and that of 23 July 1968, the
Commission  said that the quotas should be allocated by the French
Government among the various Community  countries in a fair and non-
discriminatory  manner that took into account the traditional  trade
flows.
In the latter decision, the Commission  detailed the manner in which
the quotas should be distributed by breaking them down into two in-
stalments. It also recommended  that, as far as possible, priority should
be given to contracts concluded before 1 June 1.968 and providing for
the delivery of the goods before the expiry of the validity of the
relevant quotas.
The decision of 6 July 1968 concerning  ECSC products, which con-
stitutes an obligation  to apply quotas (while the decision of 23 July 1968
is only an authorization to apply them), fixed the tonnages to be allo-
cated on a monthly basis.
Management  of the quotas by France
20. The quotas were opened in two instalments  (including, for the
sake of simplicity, those for ECSC steel products).
The deadlines established and the amounts  to be shared out under
each of the two instalments  have been observed by and large except for
the textile quotas, over which there were delays even when the first
instalment was being allocated.
In order to mitigate the delays in this sector, the French authorities
haye allowed importers to clear their goods, by making use of the
"soumissions  cautionndes" or bond procedure, without waiting for
licences to be issued, up to a percentage of the volume of their imports
in 7957.
All licences for the second instalment had been issued by 25 October
1,968.
The quotas opened  were all allocated to the extent of at least 100%
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Re-e stablishment of liber alization
2L. Liberalization was re-established in the motor industry by notices
addressed to importers on 30 October 1968 and 1 November 1968. Sub-
sequently, previous decisions temporarily halting liberalization in other
industries were rescinded  by notices addressed to importers published
in the officialgazette of the French Republic on 28 December  1968 and
by Decree No. 68/1241 of 31 December  1'968.
Free trading has therefore been re-established for all products sub-
ject to the quota measures.
3. Competition  policy
GENERAL
22. In 7968, competition within the Community  was keener than in the
previous  years and was continuing to gain sffength, mainly because of
ihe completion of the customs union. The increased pressure of compe-
tition led to a stronger trend towards industrial combination and co-
operation between firms.
The lack of appropriate legislation-permitting, for example, the
incorporation of "European" companies-and of adequate fiscal meas-
ures continued to hamper most seriously "transnational"  mergers.
This is the reason why most mergers were between  firms in a single
Member State. In so far as this trend was liable to be relevant to the EEC,
it was observed closely from the angle of Article 86 of the Treaty of
Rome. There has so far been no need to take action under this article.
In the coal and steel sector, several decisions were taken to authorize
combination under Articl e 66 of the Treaty of Paris. In the steel industry,
the question increasingly arises as to the point up to which amalgama-
tions can be authorized  without the working of competition  being affect-
ed. In the Commission's opinion the amalgamations authorized in the
year under review stayed within this limit. For coal the question  did not
arise to this extent, since this industry  is exposed to stronger pressure
as a result of competition from other sources of energy.
In 1968, the Commission  endeavoured  to facilitate  co-operation
between enterprises, especially  between  small and medium-sized enter-COMPETITION  POLICY 41
prises. It therefore drew up a catalogue of forms of co-operation which
do not restrain competition. It published this list under the title "Notice
concerning  agreements, decisions and concerted  practices in the field of
co-operation  between  enterprises".(1)  Through various decisions taken
under Article 85(3) and through decisions granting negative  clearance,
the Commission also indicated forms of co-operation  which are unob-
jectionable from the angle of competition policy. These are, of course,
examples only, and do not provide a complete conspectus of the law'
The Commission intends to provide further guidance through more de-
cisions on individual cases, regulations, and possibly decisions granting
block exemption.
23. The Commission  attached particular importance  fo applying the
provisions of the Treaties of Rome and Paris according to uniform
criteria. Its "Notice concerning  agreements,  decisions and concerted
practices in the field of co-operation  between enterptises"  covers the
areas controlled by the ECSC Treaty as well as the EEC Treaty. Decisions
on individual cases, on the other hand, relate necessarily to matfers
falling under either the EEC or the ECSC. The criteria serving as a
basis for these decisions are, however, applicable  to the fields governed
by the two Treaties, provided the Treaty provisions do not differ. In this
respect it may be pointed out that the concept of "appreciable restraint"
developed in the decision Socidtd commerciale et d'dtudes des maisons
d'alimentation  et d'approuisionnement  d succwrsales (SOCEMAS)  is
applicable to both fields. The Commission intends to develop the
"appreciability"  concept further in order to limit it to agreements  really
liable to alter the conditions ruling in the common market and, in par-
ticular, to have an influence on the market position of other firms.
Special importance  attaches to the adoption by the Council, on
19 July 7968, of Regulation (EEC) No. 1,077/68  on the application of the
rules of competition to transport by rail, road and inland waterway.
\7ith this Regulation  the applicability  of the rules of competition is
settled in respect of all economic  sectors except sea and air transport.
The Commission also considered with increasing  care the general
aid schemes operated by the member Governments.  The Commission  is
concerned about the tendency for most member countries  to step up aid,
a tendency which, especially in the regions near the frontiers,  is leading
the countries to vie with one another in a way that impedes efforts to
achieve optimum location of investments  and that also involves unduly
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heavy commitments from the Governments  wirhout appreciably  raising
the total volume of investment.  Nor is the incidence which these general
state aid schemes may have on competition in the various economic
sectors to be ignored.
APPLICATION OF THE CLAUSES  OF THE EUROPEAN  TREATIES
TO AGREEMENTS,  MERGERS, RELATING
DOMINANT  POSITIONS AND CASES OF PRIVATE DISCRIMINATION
lndiuidual cases
lndiuidual cases on 37 December  1968: nwmbers and
Articles 85 and 86 ol the EEC Treaty
24. Table 1 shows the stage reached in the cases dealt
L January 1958 and 31 December  1968 under Articles  85
EEC Treaty.
stage reached
with between
and 86 of the
TABLE  1
Articles 85 and 86 of the EEC Treaty
(31 December 1958)
i_
lToce  -
oures
based  on
I notftca-
I tions and
negauve
cleafance
I  appn-
I 
canons
Ow::-
initiative
proce-
dures
Total
Total number of individual cases
on 1 January  1958
New cases submitted in the
under review
Cases settled in the year under
8 (i) Settled  by decision
(ii) Otherwise settled 1e.g., through
withdrawal  of application or
termination of restraint  of com-
petition and suspension  of pro-
cedures, discontinuance of pro-
cedures.  etc.)
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Of a total of some 17,000 exclusive dealing agreements  notified on
Form B (included in Table 1), the Commission  decided to take no further
action in respect of about !2,000, which were found to involve no export
ban.
The Commission  considers  that now that these cases have been
disposed of and a further batch settled by Regulation  No. 57/67, the
problem of sheer quantity  has been largely solved, so that it is now
able to devote most of ics work to really important  cases.
The number of notifications  and applications  for negative clearance
was appreciably lower in L958 than in preceding years. This is doubtless
mainly due to the Commission  decisions that had been adopted  on
exclusive dealing agreements  (block exemption) and partly also to the
fact that more detailed information was available in respect of the
application of Article 85 to co-operation agreements.  The 93 agreements
notified include 38 exclusive dealing agreements and 37 licensing  agree-
ments. Of the 259 agreements notified in 1967,766  were still exclusive
dealing agreements  and 60 licensing  agreements.
The number of complaints and own-initiative procedures,  by con-
trast, was higher in 1.968. Various complaints  were filed in respect of
networks of exclusive dealing agreements binding national and foreign
dealers not to export, and in respect of exclusive procurement  agree-
ments, market protection agreements  and other arrangements. The own-
initiative procedures concerned market-sharing agreements'  cases of pre-
sumed abuse of dominant  positions and unnotified co-operation agree-
ments involving clauses liable to restrain competition.
Articles 65 and 66 ol the ECSC Treaty
25. Table2 gives details of progress made in cases dealt with in 1968
under Articles 65 and 66 of the ECSC Treaty.
Surueillance of the marhets, spot cbecks and inuestigations
26. The Commission  sponsors inquiries into the conditions of com'
petition in the common market.  'When an inquiry suggests that there
is an infringement  of the rules governing restrictive  agreements  subject
to compulsory notification, restrictive business practices or abuse of
dominant position, the Commission  decides to institute an investigation44  ESTABLISHING  AND FUNCTIoNING  oF THE coMMoN  MARKET
TABLE 2
Articles 65 and 66 of the ECSC Treaty(l)
(31 December 1968)
under Article  55 under Article 55
Procedures
following
application
own-
initiative
following
application
own-
initiative
15 43  33  37
Total number of individual cases on
7 January 7968
New cases submitted in the year under
review
Cases settled in the year under
(i) Authorizations
(ii) Otherwise  settled
Total number of cases settled
Number of individual cases pending on
31 Decernber 1958
(r) Wlile_covering  the.same inJormation  as that provided  in previous General Reports, the presentation  of
this table  has been simplified.  Minor cases  have been excluded  and certajn cases hive been  ioined to others.
on its own initiative. The number of cases of this type being investigated
is indicated in Tables 1 and 2. Failing sufficient evidence, some of these
cases were closed. In two cases, procedures  were formally initiated in
compliance with Article 9 of EEC Council Regulation No. 17/62. The
inquiries sometimes  elicit new notifications  or provide the basis for com-
plaints. During the investigations the firms concerned  sometimes drop
their plans or adjust them. Examples were certain price agreements  and
firms which held dominant positions and had imposed procurement
restrictions on dealers. The verification arrangements  therefore have a
double effect: they help to remedy situations which are not consistent
with Treaty rules, and they help to prevent such situations from arising.
27. In 1968,112  investigations  were carried out on the basis of Article
14 of EEC Council Regulation No.17/62. The authorities of the Member
States assisted the Commission in all cases and at the request of the
15
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conrmission in three cases carried out tz investigations of their own on
the basis of Article 13 of the same resulation.
Decisions
28. Commission decisions in 1968 included the following:
(i) Negative clearance was granted to Ewrogypsum,(L) an associa-
tion having at present 31 members established in 16 different countries,
{ive of which are member countries of the EEC. The objective of the
association  is to promote, at European level, the development of the
plaster, gypsum and anhydrite  industry and of the industry producing
building components  derived from these materials, by joint examination
of all scientific, technical, economic  and legal questions relating to these
industries, by joint advertising  for the materials  involved and by making
available  the results of the research undertaken on its initiative.
After its foundation, the association rapidly enlisted the support
of a Targe number of producers because of the industry's  need to solve
the problems connected with the cosr of scientific research. Considering
that research and development  should be promoted provided they raise
productivity in the activities connected with building, the Commission
stressed that, in the case submitted to it, the pooling of research facili-
ties by a group of firms does not involve a restriction  of the free play of
the forces of competition  within the meaning of the EEC Treaty rules.
(ii) In a second decision, negative clearance was granted to the
Alliance de constructeurs frangais de machines-owtils,(2) The aim of
this company is to create a joint export service for its nine members,
which are small and medium-sized  firms.
In the Commission's view, the establishment  of a joint export ser-
vice does not conflict wirh the objects of the EEC Treaty where this
service-as is the case here-acts  merely as a joint market prospec-
tion agency and does not constitute an intermediate stage in distribution.
The Commission also held that the commitment accepted by each
Alliance  member neither ro manufacture nor to sell machines liable to
compete with those manufactured by another member does not consti-
() D..",t." "f 
25Febrtary  1968, Oflicial gazette No. L 57,5 March  1958.
('z) Decision of 17 July 1968, Oflicial gazette  No. L 201, 12 August 1958.46  ESTABLISHING AND FUNCTIONING  OF THE COMMON MARKET
tute, in this case, a restraint of competition in the meaning of Article
S5(1) of the EEC Treaty, since the situation on the market for machine
tools tends to encourage specialization and since the members  of the
Alliance account for only a relatively insignificant part of the relevant
EEC market.
(iii) \fith a third decision granting negarive clearance to the
Socidti commerciale  et d'dtudes  des maisons d'alimentation et d'appro-
uisionnement d succwrsales (SOCEMAS),(1) the Commission took a
first step towards  solving competition  problems in the field of co-ope-
ration between firms in the retail trade.
SOCEMAS has about 60 French member firms specializing  in the
retail food trade. One of its aims is to prospect foreign sources of supply
on behalf of its members. Negative clearance was granted because the
activity of SOCEMAS in the EEC countries other than France was not
on a sufficiendylarge  scale to atfect competition in the common market.
The Commission  holds, however, that the provisions of Article 85(1) of
the EEC Treaty are applicable to agreements between purchasers in
the same way as they apply to those concluded  between sellers.
(iv) The Commission granted negative clearance in three instances
involving joint selling agreements  concluded  in Belgium among the ma-
nufacturers of nitrogenous fertilizers belonging to the Comptoir belge
de l'Azote-Cobelaz (cases Cobelaz-usines de synthbse(2) and Cobelaz'
Cokerie(2) and in France among the producers owning the Comptoir
frangais de I'azote (CFA).('a)
Originally, the Commission had been considering prohibiting  the
agreements, which in its view infringed Article 85 of the EEC Treaty,
chiefly because they impeded the expansion of exports of nitrogenous
fertilizers within the common market.'When notified of the "provisions
or arrangements challenged by the Commission", the participating  firms
agreed to terminate the restrictive practices cocerned.
Under the present arrangements,COBELAZ  and CFA remain re-
sponsible,  on behalf of their members, for the marketing of nitrogenous
fertilizers on the respective  domestic markets and on export markets
outside the EEC. On the other hand, they are no longer concerned with
exports to other Common  Market countries. These must now be effected
directly by the manufactures  or their dealers.
(1) Decision of 17 July 1968, Ollicial gazette  No. L 201, L2 August 1958.,
(2) Decision of 5 November 7968, Official  gazette  No. L 276, 14 November 1968.COMPETIT'ION  POLICY 47
iWith these three'decisions the Commission  for the first time defined
its attitude to the application of Article 85(1) of the EEC Treary to joint
selling agencies.  There have always been strong restrictive  agreements
and virtually no trade between Common Market countries in this secror
and, given the great importance of nitrogenous  fertilizers for agriculture,
the need to encourage competition  in order to improve the market for
the buyer has been particularly pressing.
(v) A further decision to grant negative clearance  relares to an
exclusive dealing agreement  on exports to a country outside the Common
Market.(1)
Under this agreement,  the expoft company Johs. Rieckermann  KG,
Hamburg, has undertaken to market in Japan the inductive heating, melt-
ing and hardening equipment manufactured by AEG-Elotherm  GmbH,
Remscheid-Hasten.  Rieckermann is required to market AEG-Elotherm
equipment in Japan only and to purchase  equipment of this type for
export to Japan exclusively  from AEG-Elotherm.  AEG-Elotherm  is re-
quired to market its equipment in Japan through Rieckermann  only and to
ensure that its other customers  do not sell such equipment in Japan.
In the Commission's view, the ban of Article 85(1) of the EEC
Treaty does not apply to this agreement since it does not appreciably
impair competition within the common market. The agreement  is chiefly
aimed at stepping up sales to Japan and exerts only a negligible
influence within the common market.
Through the decision the Commission  made it clear that, in respect
of most exclusive dealing agreements to which export companies that are
not equipped for selling within the common market are party, there is
no need for notification and no point in applying for negative clearance.
The Commission  considers that the bulk of the notifications  of this type
already filed with it  can be settled in  a simplified  procedure.
(vi) A decision adopted by the Commission  in pursuance of Article
85(3) of the EEC Treaty(2) relates to a technical co-operation and joint
lesearch and development  agreement  concluded between S.A. Ateliers  de
construction llectriques de Cbarleroi (ACEC), Brussels, and the Socilti
des awtornobiles Berliet, Lyons. The aim of the agreement is the
design, principally through joint research arrangements, and the
marketing of a new type of bus with an electrical transmission
Decision  of 6 November
Decision of. 17 Jtiy L958,
1968, Ollicial gazette No. L 276, 14 November 1958.
Olficial gazette No. L 201, 12. August 1958.
(r)
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system. When a marketable  prototype  has been dbsigned under the co-
operation arrangements, it is agreed  that ACEC will supply the electrical
transmission systems and Berliet the mechanical parts of the vehicles.
In the common market, however,  ACEC will be free to deliver its trans-
mission systems to only one manufacturer  in each of the four other
member countries,  in addition to Berliet in France and to Belgian  users.
Through a decision applying Article 85(3) of the EEC Treaty, the
Commission  has made clear its attitude to joint research and development
agreements which contain certain restraints of competition  deemed
indispensable to obtain economically desirable results from the agree-
ment, especially with regard to the improvement of the output and
technical  progress. This decision therefore provides useful guidance for
European firms interested in concluding agreements of this type.
(vii) Acting under Article 65 of the ECSC Treaty, the Commission
also authorized specialization agreements and agreements  similar to joint
selling arrangements  in the field of special steels between the French
steel companies Soci4td des forges et ateliers dw Crewsot S.A. and
Compdgnie  des ateliers et forges de Ia Loire S.A.
In its assessment,  the Commission took the view that an appreciable
improvement in production is achieved by the closing down of the less
profitable plants and better use of the facilities. The joint creation
of central storage points achieves an improvement in distribution.
Given the special circumstances obtaining on the market for special
steels, the Commission  took the view that these agreements  do not, for
the products involved, restrain competition enough  to disqualify them for
authorization  under Article 65 (2 c) of the ECSC Treaty. The authoriza-
tions, valid until 31 December L987, were granted subject to certain con-
ditions designed to enable the Commission to ascertain whether the
improvements in production and distribution to be achieved under the
agreement  have in actual fact been realized.
(viii) By a decision  adopted unter Article 66 of the ECSC Treaty,
the Commission authorized the acquisition by the iron and steel firm
August-Thyssen-Hiitte  of a controlling interest in the steel fabricator
Hilttenwerk Oberbawsen This amalgamation  accounts  for about 12% of
the Community's  crude steel production.
August Thyssen-Hiitte is a member of the rolled steel agency'West,
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sion of 19 June 1968(1) the commission,  making due allowance for this
fact and 
".iing 
under Article 65 of the ECSC Treaty, authorized  Hiitten-
werk Oberh"rrr.n to join \West. The iron and steel works participating  in
this selling agency, Hiittenwerk  oberhausen included, produce now
about 20 % of the Community's  crude steel.
In this case, as in the De rwendel-Siddlor  case referred to below, the
parties concerned wi1l, in the production and the selling of, various
irodrr.tr, hold a stfong positiolon  the market so that the steel market
is assuming an i.rcreasingly oligopolistic structure. However, after
having t"ken into account all factors of importance for competition-
partic;larly  where the required improvements  in production  are.concern-
.d-th" Commission took th. view that the tests of Article 65(2) and
Article 66(2), iustlfying authorization,  were met.
(ix) By another decision  the commission authorized the iron and
,t..1 iir-, be Wendel 8c Cie, Union sid6rurgique  lorraine, and Soci6t6
mosellane de sid6rurgie to set up the joint venture De Wendel-Si.ddlor.
The enterpfises  directly or indirectly  affected by this combination account
for abouillo/o of the Community's  crude steel production'
Indiuidual cases settled by other meAns
29. The most important cases which were closed as not requiring
further action were:
(i) Reciprocal exclusiue dealing a'greement: A Belgian union of
i-poit"r, of ii*ber felled in non-member countries had concluded ex-
.i*iu. buying and selling agreemenrs with a group of agents in Belgium
,.p..r..ttirrg [rodrr..r, "f ttt. types of timber concerned  and with the
n.igi"r, Na"tional Federation of Timber Dealers. The parties to these
"grE.;."6 
included all importers' and producers' representatives, and
virtually all dealers.
The strict conditions of admission  to the Belgian importers' union,
combined with the general provisions of the agreements' had the effect
ar) C-.rn.ri"n Decision  (ECSC) No. 1359i 68, Oflicial  gdzette  No. L ).78, 4 September
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of preventing any Belgian importer who was not a member of the union
from procuring the types of timber in question and trading in them with
clients in the other Member States.
A Belgian imporfer, deeming  these agreements incompatible  with
the Treaty of Rome, filed a complaint  with the Commission. Since the
agreements  isolated artificially a sector o{ the Belgian  economy  and
impaired trade between the Member States, the Commission  had no
choice but to contemplate  the adoption of a decision banning the
agreements.
To avoid this, the three organizations terminated the agreements
voluntarily.
(i1) Export ban: Two large European  producers  of office machines
had concluded  agreements with their respective agents in the other
countries of the Common Market which, in their original form, prohib-
ited the agents, either explicitly or implicitly, from selling the pro-
ducts concerned  outside the territory for which the licence had been
granted.
A F'rench importer of the same products against whom an acrion
for unfair competition  had been brought by the French agent of each of
the two producers filed two complaints with the Commission.
As the purpose of the agreements  in question was to reserve each
domestic market for the local agenf, they affected trade between Member
States and restricted competition without having the advantages  referred
to in Article 85(3) of the Rome Treaty. During the investigarion of
these cases the companies concerned either terminated, replaced or
amended their agreements,  in particular by abolishing the exporr
prohibitions,  so rhat all the agreemenrs now in force are compatible with
the rules of competition and satisfy the tests for exemption under
Regulation No. 67 / 67 / CEE.
(iii) Agreements on unilorm prices and conditions: Several
German,Belgian  andFrench producers of standardized semi-finished met-
al products and a Dutch manufacturer who has since ceased production
had undertaken, in an unwritten agreement, to apply in respect of their
sales in the Netherlands the same prices and conditions. eompetition
between the parties was thus eliminated completely, there being noiompe-
tition as to qualitv since the products were standardized. on intir-
vention by the Commission, the parties involved decided to revoke
their agreement and compete freely on the Dutch market in the future.COA{PETITION  POLICY (1
General medsures
Legislation
Rules of competition  applicable to transport
30. Council Regulation  (EEC) No. t0L7/68 of 1'9 Julv 1968(1)
prohibits, in resfect of rransport by rail, road and inland water-
ways, all "gr..*.ntr 
between enterprises, decisions of associations
of Lnterpris"i o, .on..rted practices  liable to affect trade between the
Membei States and having the object or effect of preventing, restricting
or distorting competition within the common market. No prior decision
implementing this prohibition  is required.
The basic principles of Regulation No. 1.017 ate in general the
same as those uiderlying  Articles 85, 86 and 90 of the Treaty of Rome.
Article 6, however,  lays Jown special provisions to apply, on an interim
basis, to agreements which may-help to reduce the disturbances resulting
from the itr,r.t.rr. of the tr"trspoit market. Article 3 exempts certain
technical agreements  and Article 4 exempts associations rvhere the total
carrying ca-pacity and the capacity of the individual members does not
exceed certain limits.
The methods and procedures governing the application of these
provisions differ in ..tLitr points from those set out in Regulation
'IrTo. 
17, in order to make allowance for the special features of trans-
poft and the common transport policy. Implementation takes the form of
'" pio..dot. based on .omil"itrir, of an own-initiative proced-u.re, or of
" iro..drrr" opened to deal with discretionary applications  filed by firms,
-ith ,h. Conimission having the right to object where the need arises.
By way of exception, firms are required to notify the agreements
,.f.rr.i  to in Aiticle 6 (see paragraph above); in this case the
Commission's  decision does not b..o-. effective until its date of adop-
tion, and its validity may not exceed three years'
Liaison with the appropdate authorities  of the Member  States is
ensured through consrrlta-tiontf  an advisory committee  consisting oJ-civil
sefvants f.o.n"the Member States who are competent for the fields of
transport and restrictive agreements.
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The council may consider  mamers of principle arising in connec-
tion with these special cases. The power of final dlcision lies, however,
with the Cornmission.
Simplilication of notification arrangements
31. The commission adopted Regulation No. 11"33/6g(1)  amending
Commission  Regulation No. 27 o{ 3 May 1,962.(2) under rhe new regulal
tion,,form A (used for applications for negative  clearance) and foim B
(used for notification  of an agreement, decision or concerted  practice)
are replaced by a new composite form A/B, which may be used toth for
applications for negative clearance and for notifications.
Article M(6) of Regulation No. 17/62 ; implementation
32. rn 1968 the Netherlands, acting unter Articl e 14(6) of Regulation
No. 17,(3) adopted measures by means of which the commission's
officials and other se(vants can be given the assistance necessary to
enable them to carry our their investigations.  In Belgium and France no
such arrangements  have yet been made. Further dLmarches have been
made to ensure action in this field.
Measwres  relating to co-operation
33. The "Notice concerning agreements, decisions and concerted
practices in the field of co-operation  between  enterprises"(a)  lists the
forms of co-operation  between  enterprises which inihe commission,s
opinion do not restrict competition 
"trd 
.onr.q,rently do not come under
Article 85(1) of the EEC Treary or Article 55 of thi ECSC Treaty. The
notice states the considerations  by which the commission is guided in
this connection. It contains two important comments on matters of
principle:
(i) The Commission welcomes co-operation among small and
medium-sized enterprises where such co-operation  enab'ies them to
t1l. 9.l.fi.r4 Strrlle No. L 189, 1 Augusr  1958.
('z) Ibid. No. 35, 10 Mav 1.962.
(3) Law of 10 July t9OS,  publishe d, in Staatsblad No. 395, p. 1074.
(a) Oflicial gaietie No.'C 75, Zg j"iy rfet.COMPETITION  POLICY 53
operate more efficiently and increase their productivity and competitive-
ness on a larger market. The Commission considers that one of its tasks
is to facilitate co-operation  among small and medium-sized  enterprises
in particular. However,  co-operation  among Iarge enterprises, too, can
be economically  justifiable without presenting difficulties from the angle
of competition  policy.
(ii) The Commission  holds the view that co-operation among enter-
prises is not repugnant to Article 85 of the EEC Treaty or Article 65 of
the ECSC Treaty in the cases where the market position of the enter-
prises co-operating with each other is in the aggregate too weak to
lead, through the agreements  between them, to an appreciable  restraint
of competition  in the Common Market and-in respect of Article 85 of
the EEC Treaty-impair trade between the Member States.
Article 60 of the ECSC Treaty
34. Application of Article 60 of the ECSC Treaty, which prohibits dis-
crimination  and sets out "market transparency" rules without lvhich the
ban could not be enforced,  has become difficult because of changes in
the conditions  obtaining on the coal and steel market. This is in part
attributable  to the fact that the implementing provisions of these arti-
cles define discrimination, normally, as the charging of prices differing
from those in the priceJist. The quotation of prices that differ from the
list constitutes a discriminatory practice where the seller cannot prove
that the transaction concerned does nof fall into the categories of trans-
action covered by his price-list or that these prices are charged for all
transactions  comparable among themselves.(1)
The Commission is considering whether the identification of dis-
crimination  with price disparities  is still necessary and whether  new rules
under Article 50 might not give producers  greater flexibility in their ef-
forts to adapt to competition.
35. Further spot checks were made in L968 to ensure compliancc with
Article 60.('z) In particular, the Commission observed the behaviour of
(1) Article 1 of Decision  No. 1/54, ECSC ollicial gazette, 13 January  1954.
('g) At the same time, spot checks were made on coal and steel producers  to
ascertain whether  the levv recuired under Article 49 otthe ECSC Treaty had been
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steel fabricators in the face of the current trend of the market, in which
structLrral changes of a new kind are taking place.(1)
Spot checks on coal companies, made in compliance with Article 60,
were carried out in Germany and Belgium. In Belgium,  these checks
were backed up by many laboratory tests which enabled a comparison
to be made of the qualities delivered and invoiced.  Price checks were
also made in several coking plants in both Belgium  and the Netherlands.
35. f'he Commission examined, from the point of view of the ECSC
competition  rules, the situation on the German market resulting from
a sharp fall in the schedule prices for reinforced concrete rounds III
decided upon by the West agency. In the course of this examination,
the Commission  consulted the parties concerned. The'West agency even-
tually decided to raise the prices for this item. The Commission believes
that this will make possible the re-establishment  of normal conditions of
competition in respect of reinforced rounds.
APPLICATION OF ARTICLE 37 OF THE EEC TREATY
TO STATE TRADING MONOPOLIES
37. The Commission  is observing  carefully the work being carried out
by the other Community  institutions on its tobacco proposals.(2) It has
noted that the French Government  has already taken measures in respect
of the formation of prices for manufactured tobacco, thus reducing the
number of discriminatory  rules existing in this field.
In respect of spirits monopolies,  as in the case of tobacco, the Com-
mission is seeking an overall solution by working out proposals to
establish a common organization on the markets of the various Member
States. These markets are at present protected either by monopolies or
by trade organizations or by tax legislation that gives particular en-
couragement  to the production of ethyl alcohol of agricultural origin.
In February 1968 the French Government stated, with reference to
its gun-powder  and explosives monopoly, that it was studying the pro-
blem of imports of military explosives for which there are also non-
military markets. The Commission had proposed that there should  be
some scope for imports of this type of explosive.
() S..J1n
(2) First General Report (7967),  secs. 135 et seq. and sec. 185 below.COTIPETITION  POLICY J)
The Italian Government informed the Commission  that it intended
to abolish its cigarette paper monopoly. It is also examining the possibi-
lity of abolishing its salt monopoly.
The French arrangements governing  imports of petroleum products
are being studied in detail in the light of Article 37 of the EEC Treaty.
A tecommendation to the French Government will be prepared.
TREATY  RULES ON AID
Aids to specific indwstries
Criteria gwiding the Commission
38. Now that the customs union has been completed and the end of
the transitional period is in sight, the Commission would very much
like to see the scrutiny of specific aids made part of work on the general
objectives pursued under medium-term economic policy, regional policy
and policy on the adjustment  of the structure of the industries  for which
the States feel they must provide financial support.  The Commission  must
also remember  that as a result of economic integration of the national
markets the effects of aids are now making themselves  felt more
directly.
Accordingly,  a solution for the longer term must be sought at Com-
munity rather than national  level.
Film indwstry
39. The Commission is considering  possible guide lines for a Commu-
rrity solution to the problem of aid to the fihn industry.  Any such solu-
tion should help to improve the industry's  competitiveness, particularly
on the markets outside the Community.
The Commission stated its views on a draft law notified in May
1,958 by the Government of the Federal Republic of Germany, inrro-
ducing aid arrangements for the film industry. It took the view that the law
would establish a better equilibrium, in matters of aid, among the chief
film producing  countries in the Community by creating fresh scope for
co-operation within the Community.  The Commission raised no objec-I:STABLISHING AND FUNCTIONING  OF THE COMMON  MARKET
tion to the measures contemplated, considering that they might qualify
for the waiver in Article 923c\.
Sulpbur
40. In May 1968 the Italian Government notified an aid arrangement
of the Region of Sicily for the reorganization of the sulphur mines, and
a plan drawn up by Ente Minerario Siciliano, a public agency managing
the island's mineral resources, under which it is proposed to create in
this region new industrial  activities providing alternative employment.
These arrangements are stiil being discussed.
Sbipbuilding
41. In the last quarter of 1.968, discussion of the proposed Council  di-
rective to introduce Community aid for shipbuilding in an endeavour
to offset the distortions of competition on the international  shipbuilding
market was actively continued by the Council's \Torking Party
on Economic Affairs. Most Member States opposed the Commission
proposal to introduce compulsory  and uniform Community aid. They are,
however, agreed on the principle that such aid should be made subject
to a ceiling which applies throughout the Community and that certain
common arrangements should be made concerning the methods by which
this aid is granted to ensure that a satisfactory  degree of "transparency"
is achieved.
In1968, several shipbuilding aid schemes were modified or extended
in individual Member States. In France, for instance, the rate of aid was
reduced on 1 July L968 to L0o/o of the contract price. Aids granted in
Italy were also cut. The Commission  took favourable decisions  in respect
of three other schemes operated by Member States. These are, firstly, the
extension of German aid-in the form of credit facilities for exports of
ships to non-member  countries-granted under the sixth'Werfthilfs'
programm, secondly, the introduction of a Belgian aid arrangement
and, thirdly, the extension until 31 December  1'969 of an interest rebate
for shipbuilding in the Netherlands. All these measures are in fact steps
towards the alignment of aid granted by the Member  States on 1'0o/o of
the contract price of the vessel, as provided for in the Commission's
proposals. The aid measures are being continued with work on "restruc-COMPETITION  POLICY
turing" and regrouping which will improve the competitiveness of EEC
shipyards.
In July L968, the German Government, for instance, notified the
Commission of a specific aid scheme to encourage investment in ship-
building, a scheme to which the Commission raised no objections. On
this occasion the Commission started work, together with the Member
States, on a study of measures by the public authorities  to encourage
investment in shipbuilding  throughout the Community.
Iron and Steel
42. In the light of the Treaty of Paris, the Commission discussed  the
measures taken by the French Government  to support the iron and
steel industry  under the plan prolessionel.
The Commission took the view that the low-interest  loans which
the Fonds de ddueloppement  economique  et social granted to iron and
steel firms are not caught by the ban on subsidies or aids laid down in
Article 4(c) of the Treaty of Paris: this article must be interpreted with
due regard to the fact that the ECSC Treaty is a partial integration
tfeaty i the article refers only to those measures which are specifically
designed  to support the industries covered by the Treaty. In France, the
FDES is the chief financial instrument available for promoting  economic
development  under the plan de modernisation et d'lquipemen, both at
regionil level and for individual industries.  on this basis, the FDES loans
are granted to all industries  given priority rating under the various plans.
The Cornmission felt, however, that in view of their scope and pur-
pose the loans were liable to have an appreciable  impact on the condi-
iions of competition in the steel industry and must therefore be examined
in the light of Article 67(2 and 3) of the Treaty.
The Commission came to the conclusion that the main conditions
governing the application of Article 67(2 and 3) were not fulfilled,
i.e. that such action was not liable to provoke a serious disequilibrium
on the Community steel market (Article 67(2)) and did not grant a
special advantage to iron and steel firms in comparison with the other
French industries (Article  67 (3)).
Since the facts on which the Commission based its assessment are
liable to change, it decided that the French measures should be kept under
review.
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Domestic electric appliances and gas cookers
43. \7hen examining  a French application in respect of domestic electric
appliances, made under Article 226 of the EEC Treaty, the Commission
decided to continue its study of the conditions of competition in this
industry.  subsequently, the Benelux  Governments requested that the study
should be extended to cover gas cookers. From the itudy it has emerged
that the chief reasons for the competitiveness of Italian products on
the community's  market are, firstly, the scale of operations achieved
by the main Italian firms and, secondly, the family srructu(e of Italian
firms, combined  with a degree of financial independence which reduces
the number of decision-taking centres and enables firms to adapt them-
selves very quickly to market trends. A further contributing faitor was
that the industry concerned  was from the outset serving a vigorously
and rapidly expanding  domestic market, so that it was able to organiz',e
production  on a broad basis.
The competitiveness of Italy's exports has, however, also been due
to factors which are not related to the way firms are managed.  These
include aid granted through exporr refunds by virtue of Law No. 639.
The Commission is continuing to study the matter.
Computers
44. In February 1968 the commission  decided ro raise no objection to
the German  measures. envisaged for assisting research and developmenr
in the compurer field. However, it informed the German  authorities
that it felt that aid to assist the development  of this industry should, as
soon as possible, be co-ordinated and reinforced in a community frame-
work, in the spirit of the Council resolution of 31 October  1967.
when examining this case the commission obtained information
on the measures being taken in the other Member states to supporr
the data-processing industry.  These measures  are still beins studied.
Paper
45. At the meeting it held in June 1966 on the multilateral trade nego-
tiations in GATT, the council of Ministers adopted a resolution favour-
ing aid to the paper pulp industry to enable the communiry's industry
to cope with tariff reductions.COMPETITION  POLICY 59
So far, two aid schemes have been notified to the Commission. In
Juty 1968, the Commission decided to raise no objection to the German
scheme which provides for aid in the {orm of government guarantees
granted to assist the financing of investment projects, and for non-
reimbursable  subsidies in support  of investments made in the field of mar-
keted paper pulp. The French aid scheme, which was notified in April 1968
and provides for the payment of premiums on the production of paper
pulp and for aid to assist research and reafforestation, is financed  from
a"parafiscal" charge  on paper and cardboard. In respect of this scheme,
the Commission has instituted the procedure  laid down in Article 93(2)
of the EEC Treaty.
General aid schemes
46. The Commission  issued findings on 15 general  aid schemes referred
to it under Article 93(3) of the EEC Treaty.
The main cases are discussed below:
(i)  German provisions concerning the implementation of the "regional
development  programme" of the Federal Republic:  this scheme, which
is subject to modification, is designed to remedy or attenuate  deficien-
cies in regional economic structure.  To this end, encouragement is given,
in the form of loans on preferential  terms and of subsidies  (an inno-
vation), to the establishment,  conversion,  rationalization  or extension of
industrial  enterprises  located in the Bundesausbaugebiete  (structurally
weak regions), Zonenrandgebiete  (critical aieas within 40 km of the
border with the Soviet occupation zone) andBundesausbauorte  (second-
ary development  centres).
(ii)  Italian provisions extending and amending  National Law No. 523
of 30 July t959, which provides for an interest  rebate for the benefit of
small and medium-sized  industrial enterprises: in future, extension pro-
jects, too, may qualify for the maximum  financing lines so far reserved
solely for new firms.
(iii) Luxembourg provisions  extending  and amending  the Law of 2 June
1952 instituting and co-ordinating  measures to improve the general
structure and the regional equilibrium of the national economy and
stimulating its expansion: in their nature and their scope' the ad-
vantages envisaged  under the new provisions are basically the same as
those granted under the Law of 2 June 1'962, the one applying so far.
The principal change lies in the increase to 15%, a rate abeadv applied60  FSTABLISHING AND FUNCTIONING  oF THE CoMMoN  MARKET
to fixed property investment, of the subsidies  paid for investment in
plant and machinery (previously 10%).
47. The study of these schemes-and of certain Dutch and French
measures discussed in the First General Report (1967)(r)-has  provided
additional evidence  that the Member stares are vying with one another
to attract new investment, particularly from non-member countries, and
stepping up the aid granted under their general schemes. The Commis-
sion has great difficulty in deciding, at a overall level, on the lawful-
ness of any given aid ceiling as related to the scale of the regional dif-
ficulties which the aid is designed  to overcome.
The Cornmission carries out an adyance study covering only the
outline provisions-which constiture the legal basis of the general
schemes-and from these alone, given their overall nature, it is not easy
to assess the scope and the working of the schemes  both at regional
level and from the point of view of their impact on individual industries.
The Commission  is anxious to achieve some measure of harmony
among the Member states with regard to regional aid, both because of
the need for balanced growth in the various regions of the community
and in an endeavour to put an end to the efforts of member countries  to
outbid each other and to the distortions  due to excessive competition  at
community level. If the requirements o{ effective competition and orderly
regional development  are to be properly  met, the main cases of practical
application of the general aid schemes must be studied. (2) A regutr study
of the practical application of the general aid schemes, *"d.  in co-
operation with the government experts and perhaps carried out in ad-
vance, would offer the advantage  of keeping the commission better
informed of the regional needs of the various member countries and of
gradually making these countries aware of the impact their measures
have at Community  level.
The commission  has therefore decided to make its agreemenr ro
the entry into force of certain general aid schemes subject t-o an under-
taking by the Member state involved to inform it in due course of cer-
tain major aid schemes whose compatibility with the common market
cannot be assessed  by merely examining the aid criteria listed in the out-
line law.
(1) Sec.53.
('!) In addition to the sratisrical checks made from time to time after the schemes  have
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4. Taxation policy
ELIMINATION  OF TAX DISCRIMINATION
Turnouer taxes
48. The Commission pursued its examination, under Articles 95-97 of.
the EEC Treaty, of a large number of specific turnover taxes. Against
Belgium it set in train the procedure  under Articl e 169 of the EEC Treaty
on the subject of the transmission  tax levied on imported wood. It also
initiated the procedure under Article 1,59 in respect of Belgium and the
Netherlands for infringement  of Article 95 in the matter of taxation on
imports of fresh tropical fruit. Lastly, the Commission  issued a reasoned
opinion, as required by Article L69, concerning the two differential
taxation arrangements for imports persisting after the extension of an
Italian law (No. 1,309/65) regarding tax on woollen yarns.(1)
In pursuance of the decision of 21, June 1.960 taken by the represen-
tatives of the Member States meeting in the Council, Belgium and Italy
referred to the Commission proposed changes in their countervailing
duties on imports'and in drawback on exports.
Some of these changes, particularly  those concerning woollen yarns
in Belgium and refined vegetable oils in Italy, are still being examined
to ensure that they conform with Articles 95 and 97 of. the EEC Treaty.
On 30 April the Council adopted the directive instituting a common
method for the calculation of the average rates referred to in Article 97
of the EEC Treaty.(l) The Member States were notified of this direc-
tive on 16 May.
lndirect taxes other than turnouer taxes
49. Checks on Italian firms carried out by the Commission further to
the Court of Justice's judgment of 1 December 1965 on Italian Law
No. 639('z) revealed that drawback on the charges which the Court had
ruled were not refundable is in fact no longer being paid. Certain  as-
(L) First General Report (7967), sec.71
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pects of Law No. 639, however, connected with the second plea in Case
45/64 (improper  utilization of flat-rate drawback based on average rates),
called for a thoroughgoing examination, in the light of which the Com-
mission will shortly reach a decision.
Excise duties
50. The Commission pursued its examination  of differential  arrange-
ments concerning excise duties in the Member States. Since the Member
States often take a very long time to abolish discrimination  in the mat-
ter of excise duties, on 2 July the Commission called upon each of them
to do everything  within its power to complete the steps being taken.
Following the Commission's requests, Italy adjusted its system of
taxation on denatured spirits and propyl and isopropyl alcohols con-
tained in imported  goods. It also abolished  the flat-rate tax on imports
of liqueurs and products containing alcohol. Likelvise the Netherlands
abolished flat-rate taxation of imported  spirits with effect from 1 Janu-
ary 1968.
In conformity with a Commission  recommendation, Germany and
the Netherlands did away with discrimination against imports arising
from excise duty on beer. Belgium  informed the Commission  that it would
implement a similar system from 1 January 1959. Luxembourg will
introduce the same measure on the same date. Italy has withdrawn  or
amended  a number of measures  (similar to Law No. 639 of. 1964) which
granted flat-rate drawback  on certain exports.  Changes made in some
of these measures are being given a supplementary  examination.
Italy informed the Commission  that it was shortly going to abolish
differential  arrangements  in the manufacturing tax on yarn (cowon,
rayon staple, etc.).
In accordance  with the procedure o{ Article L69 of the EEC Treaty,
which it had initiated in respect of the Italian excise duty on sugar,(1)
the Commission  issued a reasoned opinion addressed  to Italy.
The Commission also acted under Article 169 against Italy for in-
fringement of Article 95 of the EEC Treaty in connection with excise
duty on coffee.
(') Flrt, Gt"*al Report (1967), sec.73.TAXATION  POLICY OJ
In the field of taxes on spirits and wine, the Commission initiated
the procedures provided for by the EEC Treaty in order to induce cer-
tain Member States to eliminate new forms of discrimination against
imports.
APPROXIMATION  OF PROVISIONS  CONCERNING IT.\DIRECT TAXES
Turnouer taxes
51. Following the adoption by the Council on 1L April 1,967 of the
first two directives concerning harmonization of the Member States'
legislation  on turnover taxes,(1) France, which already had a TVA system,
made it generally  applicable from 1 January  7968 and aligned its arrange-
ments to a large degree on the common system. On 1 January 1968
Germany started to operate the TVA system, and the Dutch law intro-
ducing TVA was put into effect on 1 January 1969. Although  these three
countries'  systems confotm broadly to the second directive,  there are
still certain divergences from the common  system which must be re-
moved by 1 January  1970. The Commission  is also to ensure that the con-
sultations provided for in Article 5 of the first directive and Article  16
of the second directive are carried out systematically.
As required by Article 15 of the second directive, the Commission
submitted to the Council on 26 February 1968 a proposal for a third
directive laying down common arrangements for applying TVA to
transactions involving agricultural products.(2) The arrangements  pro-
posed by the Commission to take effect in the Member States frotn
1 January 1970 include:
(a) Flat rates of tax to apply to farmers who are not yet able to opt
for the normal system;
(b) A common reduced rate to apply to exports and imports of goods
listed in a schedule  of agricultural  products or products to be used
in agriculture annexed to the proposed directive, with provision for
Member States to depart from this common rate at the final taxable
stage of marketing;
(r) Olficial gazette  No. 71, L4 April 1.967.
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(c) A special system for intra-Community trade in scheduled  goods
providing for the abolition of the tax levied on imports at the
frontier.
The proposed directive  was examined by the European Parliament,
which issued a favourable  opinion on 30 September while proposing
certain amendments. The Parliament considered that for the Council to
fix, on the Commission's proposal, the common reduced rate and the
domestic rates for the flat-rate  system would involve a lessening of the
powers of the national parliaments. This being so, the European Par-
liament considered  that provision should be made for parliamentary
control through a strengthening of its own powers; it therefore  re-
quested that the Council should take no decisions on the fixing of rates
until after the Parliament had been consulted.
52. In June 1.968, on the completion of customs union, the Commission
put before the Council a proposed decision to widen the tax exemp-
tions applied by the Member States to imported products carried in tra-
vellers' luggage: this would make the public more conscious that the
Common Market was really achieving  something.  It would allow each
traveller to take goods up to the value of 100 u.a. tax free from one
Community  country to another. At the Community's  external frontiers,
the exemption would be limited to 25 u.a., as for customs  duties. For
some heavily taxed goods, such as tobacco and alcoholic beverages, the
proposal lays down certain quantitative exemptions. The Member States,
moreover,  would be called on to put an end to tax exemption on sales
(for example, in tax-free shops) to travellers to whom the proposed
exemption on imports may apply.
Excise duties
53. The programme of tax harmonization  forwarded by the Commis-
sion to the Council on 8 February 1,967 calls, at a first stage, for har-
monization  of the structure of excise duties on manufactured tobacco,
spirits and win6s, petroleum products, sugar and sweeteners,  and beer.
At the end of 1958 work on harmonization was progressing as
follows:
The proposed  regulation concerning  taxes on the consumption of
manufactured  tobacco other than turnover taxes. submitted bv the Com-TAXATION  POLICY 65
mission to the Council on 4 July 1,967,(L)  is being examined  by the spe-
cialized committees of the Council, European  Parliament and Economic
and Social Committee.
The Commission  is preparing a proposal for the Council on excise
duties on spirits. It should be noted that the Commission intends at the
same time to refer to the Council proposals  in the context of the com-
mon agricultural  policy and the adjustment of government monopolies.
Work on harmonization  of the structure of excise duties on wine
is less advanced, since the governmentexperts  considered that thorough-
going studies were indispensable  before Community  structures could be
worked out.
The preparatory studies for the harmonization proper of excise
duties on mineral oils have not yet been completed' This is a complex
problem which is also intimately  bound up with energy policy and trans-
port policy.
lWork is in progress on excise duties on beer and sugar. It has
not been completed yet, as there is less urgency. Some harmonization,
moreover, has already been effected through the adoption of common
rules to eliminate discrimination  against imported  products.
lndirect taxes other than turnouer
tdxes and excise dwties
54. It is expected that the draft directive concerning  indirect taxes on
capital movements,(2)  submitted by the Commission on L6 December
tie+, will shortly be adopted by the Council. The Commission  had pro-
posed the abolition of stamp duty on securities, irrespective  of whether
ihe securities represent companies'  own capital or loan capital and
whatever their origin, and the harmonization  of capital duty.
The Commission  has begun examining how the structure and
rates of stock-exchange  tufnover tax can be harmonized. Harmoniza-
tion will aim at eliminating  double taxation, discrimination  and distor-
tion in connection with these taxes as a means of contributing to the
liberalization  of capital movements between the Member States.
(t) First General RePort  (1967), sec. 137.
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APPROXIMATION  OF PROVISIONS  CONCERNING DIRECT  TAXES
55. At its session of. 4 and 5 March 1968 the Council examined the
memorandum submitted by the Commission on 27 June 7967.In the
memorandum the Commission had set out a general plan for harmo-
nizing direct taxes while giving priority ro rhe solution of taxation dif-
ficulties hampering  capital movements and industrial combination.
56. As regards capital movements, the proposed harmonization  meas-
ures concern the withholding tax applied by various Member Srares to
interest from bonds and to dividends. The Council requested the Com-
mission to pursue its examination  on more general lines, taking into
account in particular  the relation between these problems and the work-
ing of the European capital marker. This has been done; the points
dealt with were:
(a) Removal of obstacles ro the free movement of capital and inter-
penetration of the capital markets;
(b) Elimination of taxation provisions which may be the cause of
abnormal movements  of capital, i.e. not motiyated by traditional
economic or financial  considerations.
57. 'Where the problems raised by industrial combination  are concern-
ed, it is mainly a question of removing the tax obstacles which at present
prevent firms located in one member country from merging with or
acquiring holdings in firms located in another.
In the first case the main obstacle is the cost of the merger, or
more precisely the capital gains tax. The Commission is of the opinion
that applying common tax arrangements to mergers is the only way to
provide a satisfactory solution to the problem. It also considers that it
is absolutely necessary to improve the unsatisfactory  system now in
operation of taxing a company in a Member State which has perma-
nent establishments in other Member States that do not have legal per-
sonality of their own. The solution to the later problem is closely bound
up with the question of mergers, for mergers will normally  have the
effect of converting the acquired company into a permanent establish-
ment of the acquiring  company; the result will be an increase in the
number of permanent  establishments in the Community.
As regards the acquisition of holdings, the Commission considers
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.N{ember States should be improved  by the adoption  of uniform proce-
dures so that there is no double taxation, whether "economic" or inter-
national, of the profits transferred by a subsidiary to the parent com-
pany.
The Commission has already prepared proposals along these gen-
eral lines-proposals  which will be sent very shortly to the Council in
accordance with the request made at the meeting of. 4 and 5 March
already referred to.
5. Freedom of establishment  and freedom to supply services
5B. The Commission continued its efforts to implement  the General
Programmes  on freedom of establishment and freedom to supply ser-
vices adopted by the Council in 7967. Most of the forward planning
contained in the Commission's report to the Council of 3 July 7967(L)
was put into effect. The restrictions on foreign nationals have now been
removed  in nearly all industrial and commercial activities  accorded pri-
ority in the matter of liberalization under Article 54(3a) of the EEC
Treaty. By 31 December 1968 the Council had issued thirty directives
in all.(2)
On the other hand, it looks as though the Council will have dif-
ficulty in liberalizing  all the activities covered by the General Pro-
grammes before the end of the transitional period.
To keep as close as possible to the deadlines laid down in the
General Programmes,  however, the Commission is drafting a proposal
for a general directive for the removal of restrictions in many occupa-
tions not yet liberalized.
59. In a large number of cases the effectiveness  of the removal depends
on whatever action is taken being accompanied by measures to co-
ordinate regulations governingtheoccupations  inquestion (Article5Tof the
(r) First General Report (1957),  sec. 80.
iri The table given in sec. 81 of the Firsf General Report (1967), showing  rhe position ' ' 
reached in-the removal of restrictions on establishment  and the supply of services
for nationals of other Member  States, should be corrected or supplemented  as
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TABLE  3
Removal of restrictions  on establishment  and the supply of services
for the nationals  of other Member States
(supplementing  the table in the First General Report (1957), sec. 81)
Object Legal basis 
I
Legal nature of the
measure and reference
2. Production actiuities
Agriculture
f) Access to loans (farmers
already in business)
i) Agricultural  services
k) Complete freedom of estab-
lishment  for agricultural
activities
3. Processing  actiuities
(Craft and other industries)
Food-manuf  acturing
tnoustrles
5.'Wholesale  and retail trade
Retail trade
Trade in toxic products
6. Seruices
Personal  and business serwces
Restaurants and hotels
Film industry
Film distribution
Article 63
Articles 54, 63
Articles 54, 53
Articles 54, 63
Articles 54, 63
Articles 54, 63
Article 54
dir.  No. 68/192
ad. 5. 4. 58
OGEC L 93/68, p. 13
dir.  prep.  1.968
dir.  prep. !968
dir.  No. 68/355
ad. 15. 10. 68
OGEC L 260/68, p. 9
dir.  No. 5Bl353
ad. 15. 10.68
OGEC L 250/68, p. 1.
pro.  dir. sub. 19. 12, 68
dir.  No. 681363
ad. 15. 10. 68
OGEC L 260/68, p.'1.6
dir.  No. 58/369
ad. 15. 10.68
OGEC L 260/68, p.22
EEC Treaty); for the medical, paramedical and
fessions, the Treaty makes explicit provision in
ordination should be effected before the removal
pharmaceutical  pro-
Article 57(3) that co-
of restrictions.FREEDOM OF ESTABLISHMENT AND FREEDOM TO SUPPLY SERVICES
This co-ordination  of regulations affecting business,  and especially
the mutual recognition  of degrees and diplomas, is a complex task. It
is particularly important for the professions;  here, several proposals for
directives designed simultaneously  to remove restrictions, lntroduce
mutual recognition of degrees or (where appropriate) transitional meas-
ures and co-ordinate regulations  are to be put before the council during
the coming months. The professions chiefly concerned are engineer,
pharmacist, doctor, dentist and lawyer; other proposals are in process
of drafting.
60. In insurance, work has been pushed ahead on the removal of
restrictions on establishment and the supply of services and on the
co-ordination  of provisions governing the itrdrrtty.
The Commission has had two directives drafted, one for the re-
moval of restrictions on the supply of services in direct insurance other
than life assurance,  the other for the removal of restrictions on estab-
lishment for insurance companies. The relevant proposals will shortly be
put before the Council. Another  proposal being prepared is for a djrec-
tive to remove restrictions on establishment in the life assurance  in-
dustry.
Co-ordination  texts on the following points are also being drafted:
(a) Arrangements governing freedom to supply services in direct in-
surance other than life assurance;
(b) Conditions under which persons can take up or exercise life as-
surance activities;
(c) The rule of conflict determining what law applies to insurance
contracts.
A directive to co-ordinate statutory and administrative  provisions
governing insurance contracts is also being drafted.
Alongside this work on co-ordination, other measures for the ap-
proximation of legislation on insurance  are being prepared; the aim is
to terminate checks on the international insurance  card (green card) at
the Community's internal frontiers andto simplify andharmonize  affange-
ments governing the winding-up of insurance  companies  so as to pro-
vide better guarantees  for the interests of insured  persons.
61. The propos al for a directive introducing  freedom of establishment
and freedom to supply services in banking and other financial acdvi-70  ESTABLISHING  AND FUNCTIONING  OF THE COMMON MARKET
ties,(l) submitted on 26 luly 1955, is still before the council, which has
almost finished its discussions on the technical problems involved; the
only matters outstanding are certain basic problems relating to freedom
to supply  sefvices. The preparatory work on the co-ordination  of statu-
toty 
"nd 
administrative provisions concerning  banks and other financial
insiitutions is not yet finished. The panel of experts that the Commis-
sion instructed  to make a comparative  law study is at present examining
the various views put forward and considering  whether proposals need
to be submitted-and, if so, what should be their scope and purpose'
62. Transitional measures  already applying to certain industrial and com-
mercial activities will remain in force, even after the transitional period,
until they are gradually replaced by specific co-ordination  measures.
63. The Commission is devoting more and more attention to the en-
forcement of its directives by the Member States.(2) A survey of the nu-
mefous laws and regulations  introduced in these States to liberalize
establishment is now being prepared in the form of a report to the Coun-
cil. In certain cases where in(ringements have been found the com-
mission has discharged its duty under Articles 155 and 169 of the EEC
Treaty to ensure the proper application by Member states of Treaty
provisions and directives on freedom of establishment.
DIRECTIVES  ADOPTED
During the period under review the Council adopted nine direc-
tives.
64. Access to agricwhural loans. Directive No.68/192/CEE, of 5 April
1968,(2) requirestach Member State to give nationals of other Member
States who set up in farming on their tefritoly facilities for obtaining
loans on the same terms aS their own nationals, particularly as regards
the capital sum, rate of interest and duration of the loan and the gua-
rantees required to obtain it.
The European Parliament(3)  and the Economic  and Social Com-
mittee(a)  endorsed  this directive. Two amendments  to Article 3 suggest-
ed by the Parliament were not taken up by the Council.
ftl OtllrAWretteNo.156, 23 Septernber 1965.
(2) lbid. No. L 93, 17 Aptil 1.968'
(3) Ibid. No. 201, 5 November 1956.
(4) lbid. No. 17, 28 Jantary  1967.FREEDOM OF ESTABLISHMENT  AND FREEDOM TO SUPPLY SERVICES  71
65. Food-manufacturing  and beuerage industries.  Directive No. 68/
365/CEE, of 15 October 1958,(1)  requires each Member State to remove
restrictions on access by individuals  and firms that are nationals  of other
Member states to self-employed activities in the food-manufacturing
and beverage industries and on the exercise  of these activities.
Directive No.68/366/CEE,  of 15 October 1958,f) lays down transi-
tional measures for access to these occupations  by nationals of Member
States wherever  the pursuit of such activities is not subject to any legal
condition.
The European Parliament(2)  and the Economic  and Social Com-
mittee(3) endorsed this directive. The council took account of some of
the.amendments  suggested and recommendations  put forward by these
bodies.
65. Retail trade. Dftectives Nos. 68/363/CEE and 68/364/CEE,  both
issued on 15 October 7968,(L) regulate the remoyal of restrictions  on
foreign nationals and transitional measures for the pursuit of self-
employed  activities in retail trade orher than peddling.
The Council  accepted the amendments  proposed by the parlia-
rnent(a)  and the Economic and Social Committee.(5)
67. Hotels and restaurants. Directives Nos. 6B/3s7/cEE and 68/368/
CEE, also issued on 15 October  1968,(r) provide for the removal ot
restrictions  on {oreign nationals,  and lay down transitional measures,
in respect of certain activities  classed  as personal services in the hotel
and restaurant  industry.
The European Parliament(z) and the Economic and Social Com-
mittee(6) endorsed  these directives; the Council incorporated some of
their amendments and recommendations.
68, Film distribution.Dfuective  No. 68/369/CEE, of 15 October L96B,(L)
is concerned with freedom of establishment  in self-employed  activities
in this industry. It does not regulate freedom to supply services.
(r) Ollicial gazette No. L 260, 22 October 1968.
(2) Ibid. No. 23, 5 February  1966.
(3) lbid. No. 14, 25 lanuary  1.966.
(4) lbid. No. 187, 9 l,Iovember  196j.
(5) lbid. No. 199, 20 November  1955.
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Like the commission, rhe council felt that since freedom  to supply
film distribution services in the Member States is subiect to a great many
regulations  concerning  credit guarantees,  these provisions would have to
be-co-ordinated  befori the supply of services could be liberalized.
The Commission's proposal was endorsed by the European Par-
liament(l) and the Economic and Social Commitee.(2)
69. Aid to agricuhure.  Directive No. 68/415/CEE,  of 20 December
1968,(3)  elimin"ates restrictions on access to the various forms of aid for
farmets established  in one member country who are nationals of another.
The directive had been endorsed  by the European Parliament(a)
and the Economic and Social Committee.(6)
PROPOSED  DIRECTIVES  SUBMITTED TO THE COUNCIL
The Commission submitted  three proposals for directives to the
Council during the period under review.
70. Wholesale  and retail trade. Two proposals on freedom of estab-
lishment for trade in toxic products and in plant-health  products were
put forward. As well as removing restrictions on foreign nationals, these
iroposals lay down transitional  measures concerning  access to these
activities.
71. lndustry and crafts. The Commission submitted to the Council a
proposal to amend Directive No. 64/429/CEE, of 7 luJy 1'954 (ttansi-
iiott"t measures for craft and other industries), the scope of which had
to be adapted to the directives issued by the Council on 14 October
1968 inrroducing  freedom of establishment in retail trade. This pro-
posal was endorsed by the Economic and Social Committee.(6)
During the period under review the following developments oc-
curred as regards directives  already submitted to the Council'
(t) Ottl"lrl c*ette No. 307, L8 December 1967.
(2) lbid. No. 302, 13 December 1957'
(s) lbid, L 308,23 December 1968.
(4) lbid. No. C 55, 5 June 1958.
(6) lbid. No. 158, t8 July 1957.
(6) Ibid. No. C 4, 74 January 1969.APPROXIMATION  OF LEGISLATION
72. Arcbitects. On 24 January(r) the Economic  and Social Commit-
tee endorsed  the proposals for directives ro introduce  freedom of estab-
lishment for architects (removal of restrictions, mutual recognition of
degrees, co-ordination). (2)
The European Parliament also rendered a flavourable Opinion.(3)
Howefer, it suggested that architects of a certain age who had not had
university training as required by the directive on the mutual recogni-
tion of degrees and diplomas should be dispensed from the test based on
paper qualifications required by the co-ordination directive until the
definitive  directives  come inro force.
73. Press. The proposal for a directive submitted  by the Commission
in 1964 for freedom of establishment  for self-employed  press activities
was endorsed  by the Economic and Social Committee in 1955,(a) and
on 2 July 1,958 the European Parliament  also rendered a favourable
Opinion.(3)
74. Direct insurance otber than life assurance. The European Parlia-
ment, following  the Economic and Social Committee, also gave its en-
dorsement  to the proposal for a first co-ordination  directive on direct
insurance  other than life assurance.(5)  The Commission's text was ap-
proved subject to certain changes, most of which were incorporated  in
an amended proposal submitted to the Council on 13 December 7968.
6. Approximation  of legislation and the creation
of European  law by conventions
General
75. Table 4 gives a picture of the work carried out in this field for the
period under review and brings up to date the tables published  in
the previous general reports(6).
(L) First General RePort  ('1,967),  sec. 83.
(2) Ollicial gazette No. C 24, 22 March  1968.
(3) lbid. No. C 72, 19 July 1968.
(4) Ibid. No. 33, 1 March  1965.
(5) lbid. No. L 27, 28 March 1,968.
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The table shows:
(i) Progress  made as a result of work referred to in the Eightb,Ninth
and Tenth (EEC) General Reports and in the First General Report
published by the unified Commission,
(ii) Progress made with work begun in 1968'
The table also shows that during the period under review 3 regula-
tions, 11 directives, 3 decisions and 1 resolution, were adopted. Two
conventions  were also signed in the Council.
In the same period, 37 proposals, namely for 6 regulations,
28 directives, 2 decisions  and 1 resolution were submitted  to the Council.
In addition 13 new files on approximation of legislation were opened.
Between the entry into force of the EEC Treaty and 31 December
1.968, 1.1. regulations, 44 directives  (including 2 Commission directives),
7 decisions, 23 recommendations,  7 opinions and 1 resolution had been
adopted in this field; 25 of the directives are based on Article 100
(including 1 also based on Article 99, 2 on Articles 99 and 155, 4 on
Article 227(2) and 6 on Article 43), 1 on Articles 75 and 99, 5 on
Articles 57 and66,7 onArticle 35, second paragraph,l  onArticle  Sa]g)
and 6 on Article 43.
On 31 December  1968, proposals for 1 convention,  15 regulations,
70 directives, 4 decisions, 2 recommendations and 1- resolution were
pending before the council. The commission is also preparing 110 direc-
iives, 1. recommendation,20  approximation measures in as yet unspeci-
fied Iegal form, and 9 conventions.
In addition to this outline, the Commission  has published in a
Swpplement to the Bulletin of the Ewropean Communities,  No. 5-68,
a general sufvey of the following matters, with all necessary information
on the relevant  legal acts:
(i) Work on rhe removal of restrictions to freedom of establishment
and freedom to supply services for nationals of other Member
States;
(ii) 'Work on approximation of legislation;
(iii) Measures adopted in pursuance  of directives on approximation of
legislation issued by the Council.TABLE  4
Approximation  of legislation
This table.brings  up-to date the ta.ble,published  in the First General  Reporr of the Lommunrnes (sec. UJ) and coversrfurther#:fryd*"ken between I Jinuary  and
I-CUSTOMS LEGISLATION.
EXTERNAL  TRADE
Pro.tection_  against dumping and bounties
and subsidies  granted  by non-rnember
countrtes
"Fconomic" exemptions
(i) Suspension or reduction  of the com-
mon customs tariff duties on certain
items for incorporation  in aircraft  or
ior use in maintenance  or repair of
aircraft  or helicopters of a tare weight
,... ranging.from;,9-01  kg to 15,000 k[
(lrJ )uspenslon or the common  customs
tariff duties on products for incorpo-
ration in sea-going  vessels or intended
for the fitting-out of such vessels
Origin of goods
Customs value:
definition of the Community  customs
territory
Customs clearance:
production  to customs and warehousing
Inward processing  traffic
Community transit arrangements
Free zone atrangements
Tarilt.t.reatment applicable  to goods con-
tained in traveileri'- iuggage oi to small
consrgnments  to private individuals
Diversion of customs revenues
III-ESTABLISHMENT AND
SERVICES
L Access to, and pursuit of actiuities in
trade and indus'try
Food and beverages industries
(transitional measures)
Art. 111
Art. 28
Art. 28
Arts.111,235
Art. 235
Art. 100
Art. 235
Art.235
Art. 100
Art. 28
Art. 235
Legal nature of the
measure and reference
Atts. 57,66
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reg.459/68 ad. 5. 4. 68
oGEC L 93/1,68
dec. 18. 6. 68
OGEC L 1.41/4,68
dec. 18. 6. 68
OGEC L 141/10,68
reg.802/68 ad 27.6.68
OGEC L 1.48/1.,68
reg. 1.496/68 ad,. 27. 9. 68
OGEC L 238/1,68
dir. 68/312 ad. 30.7. 68
oGEC L 194/13,68
pro. dir. sub.28.3.  68
oGEC C 44/23,58
pro. reg. sub. 1.4. 68
oGEC C 44/31,68
pro. dir. sub.3.  4. 68
oGEC C 44/50,68
pro. reg. sub. 26. 6. 68
pro. reg. sub. 6. 12. 58
dft. 68/36G  ad. 1s. 10. 6g
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Obiect J 
..r"r u",i,
Legal nature of the
measure and reference
Personal services (restaurants, hotels)
(transitional measures)
Retail trade (transitional measures)
Manuf acturing activities  :
procedures for transitional
measures
3. Banking  and insurance
Access to and oursuit of activities:
(i) banks and bther financing
establishments
(ii) financing intermediaries
5. Cuarantees required  of companies
Sociltds anonymes,  sociitis d responsabi-
Iiti limitie and sociitds en commandite
par actions: publication of particulars,
validity  of commitments,  nullitY
V-COMPETITION  AND FREE
MOVEMENT OF GOODS
'1.. Technical  obstacles  to trade
General programme  on the
removal  of technical
obstacles  to trade
Measurement of natural weight of
cereals per hectolitre
Measuring  ships' tanks
Electrical equipment for use within cer-
tain voltage limits
Crystal  glass
8a. Elimination or preuention of distor-
tions of competition in specific cases
Italian law of 27 January 1958 No. 3:
provisions for checking  publicity and trade
in olive oil and oil from seed; former
bill No.792
Belgian measures modifying countervail-
ing charges  on imports and refunds on
exDorts
Netherlands  measutes modifying counter-
vailing charges on imports and refunds
on exports
Arts, 57, 66
Arts. 57, 65
Arts. 57,65
Art. 57(2)
/,tt. 57(2)
Art. 54(3g)
Art. 100
Art.
Art,
Art.
Art.
100
100
100
100
Art. 101
Art. 101
Arts. 101,102
dft.68/368  ad. 15. 10. 58
OGEC L 260/19,68
dir. 68/364  ad. 15. 10. 68
oGEC L 260/1,, 68
pro. dir. (amdt.)
sub. 13. 5. 68
OGEC C 95/17,68
dir. prep. 1958
dir. prep. 1968
dir. 58/L5l ad.9. 3. 68
oGEC L 5s/8,68
Dro. Council resolution
iub. 7. 3. 5s
oGEC C 48/24,68
pro. dir. sub. 19. 6. 68
OGEC C 97/69, 68
pro. dir. sub.24.6. 68
}GEC C 9r/64,68
pro. dir. sub. 12. 6. 68
oGEC C 91/19,68
Dro. dir. sub. 19.6. 68
jGEC C 91/22,68
ex. begun 1958
ex, begun 1968
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Object Lee"l basis
Legal nature of the
measure and reterence
Italian  measures  modifying
coxntervailing charges on imports and
retunds on exports
12. Company lau
Recognicion of  companies and legal
persons
1.3. Law of enforcement
Jurisdiction and enforcementof  iudgments
in civil and commercial  cases
L4. Taxation lau (for other taxation  laur
,neasures,  see : Transport)
Procedures for applying TVA to opera-
tions concerning  agricultural  products
Exemption from turnover tax and excise
duty olr imports in international  passen-
ger traflic
Problems of the application of Treaty
Articles 95-97 conienring rurnover rax
VI_SOCIAL LA\O
2, Social security and social seruices
Migrant  workers:  social security
of migrant workers
3. Industrial  safety
Electrical  equipment
Classification,-.labelling  end pickaging
(ofganrc peroxlcles)
VII-AGRICULTURE
1. Food legislation
Colouring matters
Preservatives
Food extracts,  broths and soups
Macaroni, spaghetti and similar products
Butter
Art. 101 ex, begun 1968
Art.220,
third sub-
section
4rt.220,
fourth sub-
section
signature of convention
Council, 29.2. 68
signature of convention
Council, 27. 9. 68
ln
ln
Arts. 99,
Art. 99
Arts. 99, 1
Art. 51
Art. 100
Art. 100
Arts. 100,
227(2)
Art. 100
Art. 100
Art. 100
Art. 43
pro. dir. sub. 25. 2. 68
OGEC C 48/2,68
pro. dec. sub.26.6.68
dir. 58/221 ad. 30. 4. 58
oGEC L 115/1.4,68
pro. reg. sub.28,  5. 68
OGEC C 95/1.8,68
pro. dir. sub. 12. 6.68
pro. dir. strb. 26.7. 68
dir. (amdt.) 68/419 ad,.
20. 12. 68
OGEC L 309/24,68
dir. (amdt.) 68/420 ad.
20. 12. 6B
OGEC L 309/25,68
pro. dir. sub.25. 10.6B
pro. dir. sub.5. 11. 58
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Obiect Legal basis
Legal nature of the
measure  and relerence
Margarine
Sugar (the directive  does not cover ali
points)
2. Y eterinary  legislation
Community measures to be adopted in
the veterinary  field
Institution of a Veterinary Committee
Health requirements f or intra-Community
trade in cattle and pigs
Health requirements f or intra-Community
trade in fresh meat
Health problems for intra-Community
trade in certain  fresh meat cuts
Trichinosis
4. Forestry legislatiort
Classification  of timbers in the rough
Marketing  of forestry reproductive
material
5. Legisl,ttion  on seeds and seedlings
Marketing  of beet seed
Marketing  of herbage seed
Marketilg  of cereal  seed
Marketirrg of seed potatoes
Marketing  of vegetable seed
Marketing  of vine propagation materials
Marketing of vegerative  vine propagation
materials produced  outside  the Commu-
nity
Marketing of oleaginous and fibrous
plant seed
EEC catalogue of varietal species of
agricultural plants
Art. 43
Art. 43
Arts.43, 1001
I
Arts.43, 100
Art. 43
Art. 43
Art. 100
Arr. 43
!'rt. 43
Art. 43
Art. 43
Art. 43
Art. 43
Art.43
Art. 43
Art. 43
Art. 43
pro. dir. sub.26. il. 68
pro. dir. sub. 10.6. 5u
OGEC C 62/8,68
oGEC C 45/7,68
Council resolution of
1,2.3. 68
OGEC C 22/L8,68
dec. 15. 10. 58
oGEC L 255/23,68
pro. dir. (amdt.)  sub.
1.9.2. 68
OGEC C 45/7,68
pro. dir. (amdt.) sub.
19.2. 68
OGEC C 4S/3,68
pro. dir. sub. 2.5. 68
OGEC C 59/7,68
dir. prep. 1968
dir.68/69 ad.23. I.58
OGEC L 32/t2,68
pro. dir. (amdt.)  sub.
7. 1"0. 68
oGEC C 123/738,68
pro. dir. (amdt.) sub.
21,. 6. 68
OGEC C 9t/57,68
pro. dir. (amdt.) sub.
21,. 6. 58
OGEC C 91./6I,68
pro. dir. (amdt.)  sub.
2r. 6. 68
OGEC C 91,/55,68
pro. dir. (amdt.) sub.
21. 6. 68
OGEC C 91/60,68
pro. dir. sub. 21. 5. 58
OGEC C 9t/42,68
dir. 68/193 ad.9.4.68
OGEC L 93/1,5, 68
pro. dir, sub.20. 6, 68
pro. dir. sub. 21. 6. 68
OGEC C 91/26,68
pro. dir. sub. 21. 6. 58
OGEC C 9L/35,  68APPROXIMATION  OF LEGISLATION 79
Object Legal basis l
Legal nature of the
measure and referencc
6. Plant health  legislation
Institution o{ a Standine
Committee  on Plant Protection
VIII-TRANSPORT
Abolition of double taxation on motor
vehicles in international  transoort
Duty-free  entry of fuel contained in the
tanks of commercial  motor  vehicles
Reform  of commercial  vehicle  tax systems
Standard permanent  accounting system
for  infrastructure expenditure  on rail,
road and inland water transDort
pro. dec. sub. 28. 11. 68
pro. reg. (amdt.)  sub.
30. 1.68
dir. 68/297 ad. 1.9. 7. 68
OGEC L 175/15,  58
pro. dir. sub. 17.7. 68
OGEC C 95/41.,68
pro. reg. sub.9.7. 68
oGEC C 95/34,68
Lrts.75,99
Arts,75,  99
Arts. 7 5, 99
Art. 75
Abbreuiations
ad.  :  adopted on. . .
amdt, :  amendment
Art(s). :  Article(s)  oI the Treaty  of Rome
dec.  :  Council  decision
dir.  :  Council  directive
ex.  :  examination
OGEC :  Official gazette of the European Communities
(Letter, No./page,  year)
ln pfeparatton  slnce.  . .
proposal for a,,,
rcgulation
submitted to the Counci.l by the Conrnris-
ston on, , .
pro.
sutr.
Public law
Public worl<.s contracts
76.  The Commission took part in an examination  by the Working
Party on Economic Affairs of the Council of Ministers  of the proposed
direcrive on co-ordinating  procedures for awatding public works con-
tracts.(1)  During this examination, which lasted two years, an agreemerlt
as to principle was reached on certain amendments to the initial proposal.
These mainly concern raising the value of contracts covered by the
directive to 1 million u.a. in accordance  with a previous recommendation
of the European Parliament. It was also decided that the Consultative
Committee responsible for supervising  the correct applicafion  of Com-
munity procedures for awarding  contracts would not be set up by the
directive itself but would be instituted bv virtue of a decision of the
Council of Ministers.
(r) Ninth (EEC) General Report, sec. 89.80  ESTABLISHING  AND FUNCTIoNING  oF THE coMMoN MARKET
Procurement
77.  A proposal for a directive co-ordinating the procedures for award-
ing public supplies conrracs was drafted. Ir pursues rhe same objec-
tives as the directive on public works contracts on which the European
Parliament  and the Economic and social committee have rendered iheir
opinions  and which is ar present before the council of Ministers. The
new directive introduces  an obligation to publish procurement con-
tracts at European level, establishes community criteria for selecting
firms authorized to submit tenders and criteria for the award of con--
tracts. The system as a whole has been made smoother and more
flexible than that of the public works conrracts, given the narure of
procurement contracts,  which are larger in number and usually involve
smaller sums of money than public works contracts. The proposal will
be submitted in due course to the Council.
Drugs
78- I^ the period under review, discussions have continued with a
view to approving  the proposals for the second and third directives(1)
on branded pharmaceuticals.  It was not possible,  however, to achieve
unanimity  on the proposed resolution submitted to the council on
8 December 1967, which specified the stages and procedures of de-
cisions to be adopted in this field. The general lines of rhe Com-
mission's work have been endorsed in opinions from the European
Padiament and the Economic and Social committee on the prop-osed
third directiye on branded pharmaceuticals.(2)
. The_ drafting of standards and protocols  concerning the submission
of applications for licences to offer pharmaceuticals  for sale, the
examination of such applications, and the physical, chemical,  biological
and microbiological  conrrol and the pharmacological and toxicological
testing of branded pharmaceuricals  has been completed.
In conclusion, on 5 November 1968 the Commission  submitted a
proposal , f.or an amended directive based on Article 149, second
paragraph, of the Treaty, after consultation of the European par-
ttl Ur*tWnnC)  General  Report, sec. 84, and First General  Report (1,967), sec.86
et sed.
(') Offi;ial  gazette  No. C 72, 19 July 1968, and No. C 73, zZ luly t968.APPROXIMATION  OF LEGISLATION 81
liament(l)  and the Economic and Social Committee(2) concerning the
approximation  of Member States' legislation on the advertising of
branded pharmaceuticals  and on package inserts.
Comp aratiu e admini.str atiu e law
79.  Since the entry into force of certain directives (for instance the
first directive on branded pharmaceuticals  of. 26 January 1965), the
problem of disparities in the merhods by which and the periods during
which aggrieved persons may appeal administrative acts in economic
matters between national  administrative legal systems has become more
important.  Commission  studies have shown that such disparities may
distort competition and aftect the working of the common market.
In the period under review, the Commission's staff has obtained expert
advice concerning  the disparities  which should be removed, if necessaty
by approximation of legislation.
Postal seruices and telecommunications
80.  Further to a meeting of senior officials of postal services and
telecommunications of the Member States on 23 November  'L967, the
Commission  submitted  to the Council a memorandum on the procedures
covering further work in the matter of postal services and tele-
communications. In particular, it was proposed to the Council that a
Committee for postal services and telecommunications  consisting  of
competent senior officials of the Member States and Commission
representatives  should be set up in the Commission. The Committee
is to assist the Commission in its work on the approximation  of
Member States' legislation in this sector.
Priuate law
lndustrial ProPerty
B1. European patent; Iicence markets. The importance of the preli-
minary draft convention establishing a European law of patents was
underlined  by the work undertaken by the Commission in the matter
of scientific and technological research  policy.
(r) Official gazette No. C 72, t9 July 7968.
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It need hardly be said that the European parenr, by extending
uniform protection to the territories  of the six member countries and in
the centralized  scrutiny proposed  {or the award of the patent, will con-
stitute a stimulus to research  and a guarantee of great value for parent-
holders. Moreover, the publication  arrangements  planned will ensure
extensive  and rapid dissemination of information,  which will help to
promote and speed up research.
In the same context, the Commission  decided to entrust to a special-
ized institute a study of the licence market and the problem of tech-
nological transfers.  The Commission  is hoping to elicit accurate inform-
ation on how-and on what actual conditions-technological  inform-
ation is acquired or purchased: this should help to throw light on some
of the reasons for, and the ways of closing, the "technological  gap".
82.  Trade marks. Since no decision in the matter of the convention
on the European pateflt was taken, it was not possible to continue work
on the preliminary draft convention establishing  a European trade mark.
This preliminary draft depends partly on the content and structure of the
draft on the European patent. It provides for the creation of a Commu-
nity law of trade marks and for the granting of a European  trade mark
valid in the six Member States.
However, in response to many requests, the Commission  recently
took action with a view to the publication of the text. In this connec-
tion the Member States were consulted.
Unfair competition
B3. Having completed the first phase of work on unfair comperirion,(1)
the Commission addressed to the Governments  of the Member  Stares a
report on legislation concerning  unfair competition  in the six counrries.
The report indicates the basic differences  noted between the various
laws and summarizes the implications  of these differences for the
common market. It concludes with suggestions as to the broad lines of
approximation  measures to improve and harmonize rules on unfair
competition.
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In addition, the Commission  sent a detailed questionnaire to the
Community associations representing the industrial  and commercial
managemenrs  concerned. In this way it expects to collect pracdcal
information  on the real effects of differences on the establishment  and
functioning of the common market. On the basis of the results of this
suryey, it will devise practical approximation programmes which will
be discussed with the national experts.
Company law
Co-ordination of company law (Article SaQS))
84. Work on co-ordination of company law made sfeady progress.
The first concrete achievement  was the adoption by the Council
on 9 March 1968 of. the first directive on co-ordination of company
law.(1) This directive co-ordinates the general guarantees  required of
certain companies, namely joint stock companies. These guarantees  con-
cern publi-ation of particulars'  validity of commitments  under-
taken on behalf of the company  and causes of nullity of such companies.
It was decided to begin by concentrating on the co-ordination of these
factors, which are of special importance in ensuring that businessmen
and others can be certain as to the requirements of the law in the
Community: experience has shown that the co-ordination of the other
guaranrees  specified  for creditors and company  members  will take a long
time.
For similar reasons, co-ordination work was concentrated on the
law of the joint stock company, which is the most important form of
company in the common  market, particularly  for international  and inter-
nal trade.
The work concerns the guarantees  required of the joint stock com-
pany (or the formation  and maintenance  of its assets, the increase and
ieduction of its capital and the redemption of company  capital, which is
allowed in certain Member States. This work ist almost completed.
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other work on the joint stock company  concerns the structure and
functioning of the company, in particular ihe achievement  of equiva-
lence between the present two traditional systems of organizing the
c-ompany in the Member  states, namely the "conventional"  board-of-
directors  system and the dualist sysrem with responsibilities  being shared
between the board of management and the supervisory board.
It proved necessary to work at the same time on the co-ordina-
tion of two other matters concerning  company  law: guarantees  required
of companies incorporated  in the same Jtate in the event of a merger
("national"  mergers), and the Member  states' rules on the content ind
form of annual statements of accounts.
.  The priority given to the co-ordination of guarantees in favour
of members and outsiders in the case of a non-international merger of
companies was justified by the fact that it had to serve as a basis for
mergers of companies  governed by varying municipal laws. To this
end, draft conventions  based on Article 220 of. the- Treaty of Rome,
which were begun in 1955, seek in particular to determin" *h"t rules oi
municipal law apply in the event of conflict of laws, assuming that the
mu.nicipal law has previously been co-ordinated.  The projeJt for co-
ordinating guarantees in respect of internal mergers is almosi completed.
The priority given to, co-ordinating rules on annual corporate
statements  of accounts  was decided following a request from the Council
when the first directive was adopted. on that bccasion the council
deferred the obligation of limited liability companies and close joint stock
companies under Nethedands law to publish the balance-sheet until the
provisions  on the form and content of annual statements of accounts
(balance-sheets and profit and loss accounts)  were co-ordinated. The
council decided that a draft directive  should be adopted in the two years
following  approval of the first directive, i.e. by Maich 1.970.ln order ro
comply with this time limit, consultadons of government experts  have
been begun on the basis of a p_roposal drafted by the independent  experrs
of the six counrries,  and work is being pressed forward.
This is not all thar can be done in the mamer of co-ordination of
the guaraltees required of companies.  Besides that part of the law of joint stock companies not yet discussed  (transferable-securities,  winding
up and dissolution of companies),  co-ordination will also "ff.ct thi
other forms of companies specified in Article 5g of the EEC Treaty, in
particular limited liability companies, co-operatives and parrn.trhipr.APPROXIMATION  OF LEGISLATION UJ
Conuention on the mutual recognition of companies
85. on 29 February 1968 the representatives of the Member Goyern-
ments meeting in the council signed the Conyenrion on the mutual
recognition of companies and bodies corporare.
This convention is fhe outcome  of negotiations undertaken by the
Member states at the instance of the commiision in 1962 and,carried  out
with the commission's  assistance in order to fulfil the obligation  arising
from Article 220, third subsection, of the EEC Treary. The"object  of the
convenfion  is to enable companies and other legal persorrs to avail
themselves  fully of the community  freedoms: free tou.-.rrt of goods,
freedom to supply services,  freedom of establishment and freedom oi
capital movements.
The convention  benefits only the companies and other legal persons
specified in Article 58, second paragraph, *ith th. proviso rh""t th. con-
cept of ,"profit-making"  has been replaced by that of "..ono-ic activity
normally exercised for reward", to enable the benefir of recognition  to
be granted to enrerprises not distributing  or not making profits Lut which
play a part in the economy.
_ A company may enjoy recognition only if it is legally connected
with one of the community Member  srates. \fhile the tesi of f incorpora-
tion", as determined by the law of the country where the company is
incorporated and where its statutory registered office is situatfo,  was
chosen  as a point of departure, the test of the real head office had to be
reintroduced to allow for the interests of the country where the com-
pany has established such real head office and the requirements  of the
common market, which must be protected against companies with
offices within its boundaries bur nor infacthaviig  any genuine link with
the Community  economy.
A significant innovation is the limitation of the scope and the con-
tent of the "public policy" exception. This is first of all restricted to
matters connected  with the object, purpose or activity actually pur-
sued by a company; it cannot therefore be invoked in respecr of any matrer
connected  with the incorporation  and running of a comiany. This means
that single proprietorships,  which have a legal status in iertain srares,
must be recognized in the others. secondly,  the concept of public policy
has been defined, at leasr negatively, in the sense that plinciples and rules
contrary to the provisions of the Treaty establishingirt. nEc cannot be
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The Convention provides a solurion generally accepted by private
international law as to the effects of recognition:  companies or other legal
persons recognized  have the capacity which is granted to them by the
law under which they are incorporated.  However, the State in which
recognition is invoked may refuse companies or other legal persons any
tp..ifi. rights and powers which it also denies companies or other legal
persons of a corresponding  type incorporated  under its own law.
A joint declaration of the signatory  States recommends that the
possibility should be examined of attributing certain powers to the Court
of Justice of the European  Communities to prevent divergences  of inter-
pretafion  of the Convention in the Member States.
Ewropean company
86. \7ork on preparing  the statute of a European company could not be
started during the period under review. The ad hoc working pafty set
up in autumn  1966 in the Council had begun by studying the case
for the creation of the legal form of a European  company and had
reported in the spring of. 1967.(t) Both the report and the subsequent
discussions  of the Committee of Permanent Representatives showed that
the Commission's opinion on the desirability of creating the legal form
of a European company was generally shared.  The Committee of Perma-
nent Representatives  then instructed the working party to examine other
specific matters (access, joint management, registered shares). The work-
ing party completed  its work on 23 March L968 and submitted  its report.
A number of delegations wondered on that occasion  "whether, instead of
examining  various matters, a general examination of the problems
arising would not speed up progress and possibly  facilitate  the compro-
mise solutions for which a general view of the problems is necessary".
87. Convinced of the urgency and necessity of providing the eco-
nomy with an instrument enabling companies to meet the exigencies
of the common market, the Commission proposed to the Council on
29 May 1,968 aprocedure which it considered would speed up the work on
the establishment  of a European  law on company shares.The proposal
has the same objective  as the French proposal for internal strengthening
of the Community which was discussed in the Council.
(r) First General Report (7967), sec. 89.APPROXIMATION  OF LEGISLATION 87
88. The commission  continued its examination of the prelim inary draft
statut_e for European joint stock companies  drafted by professor San-
ders.(1) The problem of representation  of workers' inteiests  in theEuro-
pean joint stock company received particular attention. The commission
made detailed  studies on the subject. It also examined how the rules on
annual statements of accounts in the European joint stock company
might be framed, and prepared a provisional  draft.
Ciuil procedwre
Jurisdiction and enlorcement ot' ciuil and commercial judgments
89. on 27 september 1968 the representatives  of the Member Srares
meeting in the council signed rhe convention  on jurisdiction  and the
enforcement  of civil and commercial judgments.
The Convention is rhe ourcome of negotiations begun by the Mem-
ber states in 1960 on the initiative and with the participation of the
commission  to fulfil the obligation arising from Article 220 of. the EEC
Treaty, with the object of simplifying for their nationals the formal-
ities to which the mutual recognition and enforcement of judgments
and arbitral awards are subject. The object of the convention is to
strengthen the legal protection of  persons established in  the
Community.(2)
'!7hen it comes into force after ratrtication by the signatory sfares,
the convention will have ro be applied by the courts .u.tr if none of the
parties invokes it. The judge of a contracting state hearing a suit
for which another contracting state has exclusive jurisdictiJn  must
automatically  declare that he has no jurisdiction. The same applies in
cases when a defendant domiciled in a contracting State is sued in the
courr of another contracting  state but fails to entef an appeafance,
provided that the jurisdiction of the court is not founded otr ih. ter-t
of the Convention.
The verification  of their jurisdiction, as imposed on the courts, and
the institution of a uniform and simplified exequatur  procedure  ensure in
the community the rutionalization and speeding-up  of the civil proce-
dures specified by the Convention.
(t) Firt, Gt*rll  Report (1967),  sec.89,  third paragraph.
(2\ lbid. sec.87.In conclusion, in a joint declaration the signatory  states declared
themselves  ready if necessary to assign certain powers to the Court of
Justice of the European Communities in order to ensure the effective
application and the uniform interpretation  of the Convention.
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Assignment of certain pouers to the Court of lustice ol the
European Communities
90. 'Sfith a view to implementing the joint declarations  already signed
by the Member States or proposed in rhe draft conventions in prepara-
tion, the experts of the Member  States and of the Commission studied
the possibility  of assigning certain powers to the Court of Justice of the
European  Communities.
The Commission considers that the interpretation of conventions
linked with the EEC Treaty should be ensured under the same condi-
tions and according to the same procedure as that specified  by Article
777 ofthe Treaty. However, unanimity  has not yet been reached on this
matter and discussion  has begun on the most effective means of speeding
up the procedures to save time and expense  and to make it more diffi-
cult to appeal decisions merely to gain time.
The possibility of assigning  other powers to the Court of Justice for
the application  of Community conventions is still under consideration.
As for the conventions  on exequatur and bankruptcy,  currently in
preparation,  special difficulties  have arisen in settling disputes between
courts of different Member  States claiming, and more particularly  dis-
claiming, jurisdiction.
More generally, the results of the present work will give very useful
information on the part which the Court of Justice may be called upon
to play in ensuring uniform interpretation of subsequent  Community
conventions.
Economic latu
Specific cases inuoluing distortions ol competition
91. The customs union having been completed, the approximation of
legislation to eliminate and prevent distortions is becoming an
increasingly  important aid to the establishment  of a full common mar-
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This is reflected in the large number of cases which have to be
examined  on the basis of Articles 10L and 702 of the Treaty concerning
the elimination of existing distortions  and the prevention of future
distortions  caused by the adoption or amendment  by the Member States
of laws and regulations.
During 1968, a detailed examination of four more cases was under-
taken with a view to applying Article  101. The work on four other cases
continues.(r)
The Member States have also been consulted, on the basis of Article
102, with regard to the German bill on wines, dessert wines, sparkling
wines, wine-based  beverages and wine alcohols.(2)
For a number of cases, there has been a {irst examination, without
formal procedure, by the Commission's staff. For most of these, appli-
cation of Articles  101 and 102 has not been necessary.
Price legislation
92. The Commission's work resulted in the establishment of a list of the
rules and regulations in force in the Member States. The list will be
periodically  brought up to date with the assistance of the member coun-
tries.
The study of the experts' report on the economic effects of national
price legislation on the common market has begun.
7. The Common Market and the consumer
93. The Commission carried out work in three fields on the impact of
the common market on consumers.
The research work of previous years into the trend of imports of
about 300 consumer  products was continued  Ln1967. At the same time
the Commission,  through consultations  held with the government  experts
(1) Table 4.
(2) Since published in the BGBI (German {ederal law gazetre).90  ESTABLISHING  AND FUNCTIONING  OF THE COMMON MARKET
and trade and consumer representatives,  analysed the figures it had
collected for that year.
IFO, the economic research institute in Munich, which had been
asked to make a study of the impact of the common market on domestic
electric appliances,  submitted its report. The institute made a similar
study of the footwear market.
The Statistical Office of the European Communities  continued  work
on the price survey. An analysis of the figures for April 1968 gives an
idea of country-to-country  disparities in absolute prices for about 250
articles of everyday consumption.
Trade in goods for priuate consumption
Effect ol imports
94. From 1966 to 1967, imports of private consumer goods rose from
10,900 million u.a. to L1,200 million u.a., i.e. by 3%. Intra-Community
trade accounted for 6,700 million u.a. or 60% of total imports in L957.
The remaining  40o/", or 4,500 million u.a. only, were imports from
non-member countries.  At 3% the growth rate of total imports in 1967
was a great deal lower than the average annual growth over the years
1,960-7966, which was about 15%. This is chiefly the result of the
recession in 1,967, which hit imports from non-member countries
hardest. In the preceding years their growth rate was already constantly
lagging behind that of intra-Community trade. In 1'967 there was, for
the first time, an actual decline, their total level being Loh lower than a
year earlier. The share of the Yaound6  countries  in this decline was con-
siderable. Their exports to the Community  were 18% lower than in the
preceding year. Seen against this background, the 7oh growth of intra-
Community trade in 1967 can still be considered as being substantial. Since
1.960, intra-Community  trade has risen by 200%, while imports
from non-member  countries have gone up by 75%. This constitutes
incontrovertible  proof that firms have been procuring more and more of
their supplies from Community  sources and have constituted their pro-
duct ranges on the basis of what is offered by the European market.
f'he trend of Community  imports was marked by differences from
one member  country to another. Related  to the population  of the Member
States, imports of consumer goods per head in 1967 were 137 u.a. in the
Netl:erlrnds,  134 u.a. in Belgium  and 68 u.a. in Germany, while the
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Community
Non-member  countries
Associated overseas
countries
2,463
1,61.3
2L 29
4,076 2,538 1,55L
(in nillion u.a.)
6,699
4,5L6
366
LI,Zt5
TABLE 5
Imports of products  for private consumption in 1967
Germany I 
u,r".. I u", 
]
BLEU i Commu-
i 
nrry
Nether-
lands
Total
1,304
1,234
303(
1,24L
487
11
1,,722
enl
3s7 
|
I 'l
1.,328 
I
720
831
Soarcer  SOEC,  foreign  trade srrristics.
(') Mainly foodstuffs.
From L960 to 1.967, roral imports showed  rhe sharpest rise in rhe
Netherlands (increase of 18S%); the second highest growth rate (158%)
was registered by ltaly. In 1.967,Italy was the country where growth was
most vigorous, while in the other countries it slackened  and in Germany
there was an actual decline.
Similar differences are discernible in the origin analysis of imporrs
(whether from the Community or from non-member countries).  From
1960 to'L967,France  was the Community counrry which stepped up its
imports from non-member countries most (325%).
TABLE  6
Growth  rates of imports of consumer goods
(refelence  year :  100)
Community
Community
Non-mem-
ber countrie
ol tt'hich:
Associated
countries
+158
+74
+1,32
+ 121
-7
-2
+45
-34
+120
+15
*7
- 
21,
tJ
+20
+10
-22
+15
+5
+50
fJ
+1,99
-l  7\
-25
r1n)
+70
209
1.44
+
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As the figures enabling a calculation  to be made of the share of
imports in retail trade purchases are not available, it is not possible to
provide exact information on the import element in overall private con-
sumption of everyday  consumer goods. Private consumption  of goods
(with services excluded) may serve as a rough guide.
The data on imports for private consumprion are difficult to com-
pare, but if the working hypothesis is accepted  that gross production of
wholesalers and retailers represents 35% of. retail sales, the share of im-
ports in private consumption of goods is as set out in Table 7.
TABLE  7
Changes in the share of imports in private consumption of goods
{rom t96O-7967,  with purchase prices as basis
('/' )
I
'Germany 
I 
trance I  u"r 
I 
Non.,u.a,l BLEU 
I 
co.-o'irr
1,0.7
tJ.z
10.1
L4.0
20.9
29.0
of which manufactured  goods of Community  origin
7.3
9.9
6.5
8.9
24.8
32.9
1960
1,967
8.8
13.3
54.5
57.0
8.1  4.8
17.0  13.5 33.4  1.1.1
44.7 |  20.2
I
95. Manufacturers and dealers believe that imports stimulate  competition
on a domestic market if their share in consumption moves 
"bou. " threshold put ar about. T-8oh. As Table 7 shows, imports have exceeded
this level in all member countries.  The proponion  is appreciably higher
for some categories of manufactured products.
The growing importance  of intra-Community  trade has had the
following resulrs:
(i) Imports from other Community countries have strengthened  the
position of dealers and more particularly wholesale  dealers
vis-i-vis native industries in the individual  countries. This should
constitute an incentive  to manufacturers to streamline  their opera-
tions and should hold down prices.
(ii) The flow of imports seems ro be leading to specialization beyond
the frontiers, with markets being allocated  among the variousTHE COlvllvION  MARKET  AND THE CONSUMER 93
countries  on the basis of price or qualiry and producers  showing a
stronger tendency to work to the customer's specifications  or trans-
fer their own production units abroad.
(iii) Dealers have developed co-operation beyond the frontiers.
(iv) The effect on prices is appreciable  for consumer goods but almost
negligible for luxury goods.
Effect by commodity group
96. In 1967,45%  of total Community imports were foodstuffs  and 55%
manufactured goods. For manufactured goods, the share of intra-
Community  trade is 75%. The tariff reductions  probably  contributed to
this high percentage.
Foodstulfs
97. The rise in incomes, the increase in travel between the Community
countries  and dealers' sales drives stimulated demand for imported food-
stuffs. The constant increase in these imports meant a very wide range
of choice for the consumer.
The criticisms of the common market organizations voiced in the past
few years by representatives of the distribution trades weakened appre-
ciably. The fact, however, that changes in the target prices are often
not announced  in good time was considered  to place dealers at a dis-
advantage. Obstacles to trade still existing (for instance,  veterinary  or
health regulations) continued to impede the free movement of goods.
In the meat sector, the rise in beef and veal prices in all the coun-
tries boosted demand  for pigmeat and poultrymeat. The abundant  supply
of pigmeat in all countries and increasing imports of this type of meat,
particularly in France, together with the rising production of poultry
farms-in most cases operating along industrial lines-made it possible
to offer the consumer these two types of meat at prices which were mostly
stable if not actually declining.  For eggs, too, heavy impons coupled
with an expansion  of production forced prices down in all Community
countries. Particularly heavy trade in cheese enabled  consumers  in the six
countries to choose ftom a wider range. In Germany,  there was for the
first time a genuine cheese market, as French and Italian cheeses,94  ESTABLISHING  AND FUNCTIoNINC  oF THE CoMMoN  MARKET
previously sold in delicatessen  shops only, were being offered in all food
shops in a wide variety. Lively trade in chocolate and biscuits brought
with it a very wide range of choice for the consumer  which, together
with ovelproduction  in some countries, enabled prices to be kept stable
or even brought well down, despite rising consumption.
Dealers again confirmed the particularly  favourable  influence exert-
ed in the fruit and vegetable sector by the common market organizations
and especially the quality standards they enforce. These standards  en-
abled a better comparison to be made of supply from abroad and helped
ensure constant quality. Consumers would like to see other quality stan-
dards (taste and consistency)  added to the standards governing mere exter-
nal form (size) that have been laid down so far. Imports of fruit and vege-
tables are as a general rule effected when there is no internal supply,
the aim being to offer consumers a continuous supply of fruit and vege-
tables throughout  the year. Seasonal  variations apafirthere was no signi-
ficant change in prices.
Manufactured  goods
98. The import "growth leaders" were clothing, knitwear, footwear,
washing machines, domestic electric appliances and motor-cars.
The general comments  made above(l) on the effect of imports on
the internal European  market hold good for all secrors. Imports affected
prices in the following ways:
(i) There were genuine price reductions (e.g. for washing machines).
(ii) The range of products was widened,  the result being that the price
spread widened, particularly for low-priced fashion articles
("democrati  zatron)' o{ f ashion, e.g. clothing).
(iii) The rise in internal prices was slowed down.
As has been pointed out before, distribution experts consider that
the technical and administrative obstacles still maintained by the Member
States in numerous  fields (e.g. the differing  safety regulations  applying
to domestic electric appliances) constitute an impediment to the free
movement  of goods among the six countries.
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99. The studies carried out on the Commission's behalf by the IFO
economic  research institute provided interesting details on the effects of
the common market. The main conclusions  are set out below.
Study ol tlte footwear market
100. Production of footwear developed along differing lines in the
various countries. In the Benelux countries  and Germany,  production of
footwear  rose slightly between 1958 and 1966. A growing proportion  of
domestic  demand in these countries was met from imports.  French and
especially Italian producers stepped up appreciably  their sales to the other
Community  countries.  Italy's footwear industry in particular  made spec-
tacular progress. In1966, Italy and France were the largest producers  of
footwear in the Common Market.
There was a tendency for the various member countries to specialize
in specific types of footwear and in specific qualities and price catego-
ries. The improved division of labour will certainly be reflected in the
next few years in production costs and manufacturers'  sales prices.
Differing production  conditions (including know-how) moreover led
firms to set up manufacturing subsidiaries in the other member countries.
Amalgamation  and co-operation agreemenfs  are less frequent in the
footwear industry than in other industries of the Common Market,
doubtless owing to the structure of this industry, which consists in the
main of small firms and family workshops.  Valuable  outlets are, however,
available to firms co-operating at both national and international  level,
as is the case for orders for work carried out to customer specification  in
an international  framework. The development  of distribution networks
abroad is another important means of adapting to the new marketing
conditions in the Common Market.
Since the entry into force of the common market, the growing
pressure of competition among manufacturers has led to a distinct re-
duction in manufacturers'  sales prices and has also contributed to an
improvement in quality, to greater uniformity in fashion and an expan-
sion of the range of products manufactured.
The very substantial tariff cuts (for leather footwear,  for instance,
in 1958 a cut ranging from 12 to 20% according to country, and on
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ciably stimulated  trade within the Community.  From 1958 to 1966, total
intra-Community  trade in footwear wenr up by 650%. Apart from
tariff cuts, the decisive factors here, particularly in respec of footwear
oI ltahan and French origin, were quality, shape, colour and price.
Independent  specialized  wholesale trade, which previously played a
very minor role in the marketing of footwear,  has gained in importance
in the Member States (Italy being the only exception to the rule) since
the establishmenf of the common market. Its shaie in tootwear  trade has
gone up mainly as a result of the considerable  emphasis  it places on im-
ports, a policy which has enabled it to improve its competitive position
in relation to the home footwear  industries. It exerts heavy pt.irrrr. o.
manufacturers' prices. The purchasing co-operatives of footwear retail-
ers have also strengthened their position on the community marker and
have in their turn exerted an influence on manufacturers'  sales prices.
Independent specialized  wholesale trade and retailers' purclasing
co-opefatives consider co-operation  as the best means of adapting to
the new conditions  of competition in the common Market. Theri is,
incidentally,,already a very high degree of internarional co-operation
among purchasing co-operatives.  Today, footwear retailers ofier their
customers a much wider range of fashion articles, and the price spread
has appreciably  widened, especially at the cheaper end of the range, be-
cause of the success of Italian products. The expansion of imporis has,
however, not engendered a very sharp increarr in competition in retail
trade; there has, on the contrary, been a tendency foi competition to
weaken, with retailers benefiting in terms of prices and profil margins.
Study of the domestic  electric appliances market
101. The First General Report gaye a detailed  account of the impact of
the common  market on the production  of domestic electric appliances.(1)
It had been found that, under the influence of a considerablilncrease  in
production on the one hand and vigorous rationalization efforts on the
other, the advent of the common market had entailed an intensification
of competition, with lower prices and production costs.
The IFO trade surveys during the year under reyiew confirmed quite
generally that the more the common market developed the keener was
competition at both wholesale and retail level. During the pasr few years
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competition and, as a consequence, the downward pressure on prices
have increased for refrigerators,  washing machines, television sets, radio
sets and record players. 'Wholesale and retail dealers adapted to keener
competition through co-operation arrangements, particulady on the
procurement  side. Other adaptation measures were often taken, for
instance in the form of exclusive selling for certain manufacturers or in
the form of efforts by dealers to create brands of their own.
It must in this connection be emphasized that in Germany and the
Netherlands  wholesale trade played a much greater role in the marketing
of domestic electric appliances than in other countries, e.g. France and
Italy.
As a result of the pressure exerted by competition in the field of
domestic electric appliances, radio sets and record players, the retail
prices of these products have in the past few years not followed the
general upward trend: most of them have either marked time or actually
fallen. The prices of a few articles were increased slightly. All in all,
purchasers of domestic  electric appliances in the Community  have over
the past ten years benefited  appreciably  from the impact of the common
market.
The level of prices for domestic electric appliances nevertheless
continues to vary from one country to another, There are considerable
differences in the prices charged in the various countries  for one and the
same product:  for example, it pays to buy domestic electric appliances in
Germany rather than elsewhere: in France these products often cost 50%
more; in Belgium,  too, they are much more expensive. The IFO research
institute explains these price differences  at retail level as follows:
"Germany commands  a highly rationalized trading system and modern
methods and systems of distribution which help keep costs down. There
is, moreover, very keen competition among trading firms, particularly
among specialized dealers, mail order houses, large department stores,
discount houses and self-service shops. The low prices offered by mo-
dern firms of these types often determine the general price level for a given
product. With the exception of the Netherlands, the trading structure in
the other countries  is in comparison antiquated. Neither in France's nor
in Belgium's  retail trade in domestic electric appliances do modern distri-
bution methods  as yet play the same role as in Germany. Of late, how-
ever, rational selling methods have begun to gain ground. In ltaly, the
industry manufacturing  electric household appliances  is still forced to
maintain a costly army of agents to prospect the market at retail
level. The lack of a functional wholesale  trade entails higher costs.98  ESTABLISHING  AND FUNCTIoNING  oF THE coMI,{oN  MARKET
Dealers are reluctant to pass on to consumers the cost reducdons which
the industry achieves through large-scale production  and rationaliza-
tion and which find their practical expression in declining producer
prices." Other factors may moreover be operative in this field (for
instance, the difference in tax systems), but they are bound to
disappear  as economic union is completed.
Comparison ol prices in the uariows member countries
102. Since 1966, the Statistical Office of the European Communiries  has,
in April and October of each year, carried out a survey of the actual
prices of about 250 items in the six Community  countries. The survey is
to provide a reply to the following  question: "How much must a con-
sumer pay if he wants tO buy the same product in the six Community
countries ? Is this amount the same in all countries or do the prices of
certain products differ from one country to another?"(1)
The latest figures available (April 1958) show that particularly low
prices were to be found in Luxembourg for meat; in France for foodstuffs
and black-and-white  film; in the Netherlands  for rexriles, household
goods and petrol; in Germany for domestic electric appliances, radio
sets, motor-cars and petrol; in Italy for washing machines and refrig-
erators; in Belgium for photographic apparatus and supplies. Prices
were, by contrast, comparatively  high in Germany for foodstuffs, cleaning
products,  beauty and toilet preparations and pharmaceuticals; in France
for textiles, domestic electric appliances, radio and television sets and
petrol; in the Netherlands for motor-cars  and photographic  apparatus
and supplies; in Italy {or foodstuffs and petrol.
The differences between the country with the lowest and that with
the highest prices were sometimes  wide: The maximum price difference(2)
for the average of the products considered fell from 59% in Apil 1967
to 54o1, in April 7968. A comparison  of the mean price difference, by con-
trast, shows that from April1967 to April 1958 there was no uniform
tendency towards price alignment for the dif{erent product groups.
If the index 100 is assigned to the country with the lowest price
level for the product group considered,  the mean price differences in
April 1968 for the different product groups are as set out in Table 8.
(') Ft^, G""*al Report (1967),  sec.96.
('z) Ibid., sec. 96, footnote p. 105.THE COMMON MARKET AND THE CONSUMER 99
TABLE  8
Mean price difference by product group
(April 1968)
Product group
Foodstuffs
r extlles
Household  goods
Domestic electric appliances
Radio and television sets
Cleaning products
Paper goods
Photographic apparatus
and supplies
Motor-cars
Petrol
110
L04
177
100
100
122
100
102
729
115
140
151
1L5
I IJ
100
L17
flz
115
131
108
110
\;$",'  n"rei'-
105
L17
108
1,1,9
1,4t
1,1,5
1t2
Luxem-
t02
100
100
1.12
133
100
ln
111
123
100
110
100
100
1.12
105
t07
100
71,1
t13
1,09
t18
129
Price differences for foodstuffs have become smaller for two
reasons. Meat prices went up in Luxembourg, where they had been
lowest. In Italy, by contrast, where the level had been highest, prices of
some products declined, while the increase in others was weaker than in
the other countries.  Prices in this field therefore  moved towards the
average. The same was true for textiles and clothing. In the Netherlands,
where the price level had been lowest, prices for certain articles in-
creased more than in France, which registered  the highest prices. For
other articles, the prices charged in France were lower in April 1968 than
in April 7967.In domestic  electric appliances, price differences widened
fronr April 1967 to April 1968. This is due to the fac that in Germany,
the country with the lowest price level, they declined  more than in the
other countries. For radio and television  sets, there were signs of an
alignment on the lowest level, since prices fell throughout the Commu-
nity. As the decline was sharper in France than in Germany, the price
difference  between France and Germany was in April 1968 smaller
than the 59% registered in Lpril1967.  There was little if any change in
the differences in motor-car prices between Aplil1967 and April 1968. In
the Netherlands,  motor-cars were stlll 23% more expensive  than in
Germany. \With regard to petrol prices, price differences  narrowed as
part of a general levelling up: in the countries  where petrol costs most,
118
1,rz
118
115
133
115
t07
1L0
1,13
t29
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prices remained  unchanged, while there was an increase in the countries
where they had been lowest (Germany,  Netherlands).
L03. The Commission's  efforts to establish  the reasons for price differ-
ences have so far been confined to the studies made by IFO. The
surveys carried out by the consumer organizations,  notably on seven
consumer articles, have yielded virtually no results. The Commission is,
however,  determined to establish-using new methods-the reasons for
price differences between the six countries of the Community.tol
CHAPTER II
GENERAL ECONOMIC POLICY
1. Interpenetration of markets
DEVELOPMENT OF INTRA-COMMUNITY TRADE IN 1968
104. Following an umistakable slowdown in !967, visible trade between
the member countries expanded  vigorously in 1968. Stimulated by the
lively growth of demand within the Community,  the rate of expansion
was rapid throughout the year.Import returns show a growth rate for
the full year of 17% by volume and 15% in value, compared with 6%
and 5.5% respectively in 1967.
105. Just as the sluggish trend of trade between the member counrries
in 1967 had been largely due to the weak business situation in Germa-
ny, the vigorous growth of demand from Germany provided the stimu-
lus for a new upswing of trade between the member  countries in 1,968.
Imports by Germany, which had started to pick up at rhe end of
1967, gathered  momentum in the course of the year as expansion  spread
to all industries and, more particularly,  as the growth of private con-
sumption speeded up from spring onwards. German purchases from the
other member countries had fallen appreciably in 1967 but went up
by more than 20o/" in 1958.
Alongside this strengthening  of demand in the Community's  main
purchasing country, imports by most of the other member countries
increased sharply  as well. The growth rate of French imports in par-
ticular, aheady relatively high during the early monrhs of 1968,
quickened further in the second half of the year following rhe strikes
in May and June. For 1968 as a whole, the rare of increase o( French
purchases from the other Community countries was probably 20o/o in1,02  GENERAL ECONoNtlc  POLICY
terms of value. In Belgium and Luxembourg the upturn in imports
from the other member countries,  which had been particulady pro-
nounced during the closing months of 1'967, continued into 1968 at a
rapid pace. Although the trend showed some signs of levelling out
laier on, the value of purchases was still going up at the {airly high
annual iate of 12o/o,while in1967 it had been slightly lower than in 1'966.
In the Nethedands, the more lively expansion of activity, particularly
in plant and machinery, was also reflected in a distinct increase in
imports.
In Italy, by contrast, the relative sluggishness  of domestic  demand
during the first half of 1968 caused imports to level out temporarily.
Although they subsequently began to gather momentum again, the ad-
vance until the autumn was too slow to exert a real influence  on the
figures for the full year. In terms of value, the growth rate of Italian
imports is hardly likely to exceed 5% in 1968, compared  with 21'% in
1967.
On the export side, the very lively growth of purchases by Ger-
many and France was the major factor that helped to stimulate sales by
Italy, which does more than 80% of its total export business in the
Community  with these two countries. The expansion of Italian deliv-
eries was all the more rapid because more production  capacity  came
free as a resuh of the slackness of domestic demand during the greater
part of the year. All in all, Italian sales, which in t967 had shown
little if any increase on the previous year, were in terms of value
probably almost 20o/o higher in 1968. But the other member countries
too benefited  from the buoyancy of trade within the Community and
were able to step up deliveries to each other. Sales by the Nethedands,
which in 1"967 had suffered least from the fall in German imports, ad-
vanced rapidly in 1968 mainly as a result of the very vigorous growth
of deliveries to France; for the full year, the value of Dutch exPorts to
the other Community  countries  was probably 16% higher than in 7967 '
Sales by Belgium  and Luxembourg were also distinctly more dynamic
than the year before; the particularly  marked upswing of exports to
Germany,  and to a smaller degree to France and the Netherlands, helped
offset the weak trend of deliveries to Italy. The overall value of sales by
Belgium and Luxembourg  in 1968 was probably some 17% up on the
year before, compared with a 3% rise in 7967. Despite production
losses caused by the strikes in midyear, French exports too expanded  at
a much faster pace than in 1967. This was mainly due to the lively re-
covery of sales to Germany, which had fallen by more than 6% in theINTERPENETTTATION  OF trIARKETS i03
previous year. The annual growth rate in 1968 was probably  some
1,4% in value. German  exports too showed a very dynamic trend despite
the acceleration of domestic demand from spring onrvards. For the year
as a whole, the growth rate in terms of value will be about 14%.
L06. The main feature in the trend of the Community countries' trade
balances with each other in 1968 was a deterioration  of France's trade
account. Despite the substantial upswing of sales to other Community
countries, France's deficit grew heavier; from $672 million in 1967 it
went up to almost $1,000 million in 1968. Owing to the vigorous  growrh
of Germany's  imports, that country's trade balance was less favourable.
Nevertheless, at close to $1,000 million, its surplus was still running at
a very high level. In Italy, the slow increase of imports and the rapid
expansion of exports contributed  to a distinct improvement in the trade
account with the other member countries, and the slight deficit record-
ed in 1967 gave way in 1968 ro a clear surplus which should reach al-
most $400 million. In Belgium and Luxembourg, the expansion of sales,
which was considerably faster than that of purchases, led to a fresh
increase in what was already  a substantial surplus, bringing it to almost
$700 million. In the Netherlands,  by contrast, the situation remained
much the same as in the previous year; it must be pointed out that since
L967 there has been little if any change in the Dutch trade deficit, which
continues to run at about $500 million. All in all, there were appre-
ciable changes in the 1968 balances of trade between the member coun-
tries.
107. The data available for the first eight months of tl"re year show a
comparatively balanced trend of intra-Community trade by commodity
group ln 1968. Trade in manufactured  products, which is still more
sensitive to changes in economic activity than trade in other goods
and which in 1.967 was severely curbed by the slowdown of de-
mand in Germany, was particularly influenced by the business upswing
within the Community. But despite the vigorous growrh of investment
in !968, trade in plant and machinery expanded at a rate that was much
lower than the average growth of overall trade between the member
countries. Trade in basic materials 
-particulady 
in semi-manufactures-
which in 1967 showed little or no .hrnge, staged a lively recovery in
1968, mainly as a result of faster production and the need to replenish
stocks. Similarly,  trade in energy products, which a year earlier was al-
ready rising vigorously,  conrinued to increase at a rapid pace in 1968,
chiefly because of the exploitation  of new sources of energy. The upswingin trade in {ood products, which was stimulated  by the progress  made
in introducing the common agricultufal  policy, also persisted despite good
harvests in all member countries in 1.967/68. Lastly, trade in chemical
pfoducts expanded at a particularly high rate; in terms of value it was
-or. than i0'/, up on 1967 -well 
above the average growth rate for
intra-Community  trade as a whole.
108. All in all, after marking time in 1967 owing to factors connected
with the business situation, intfa-Community trade in 1968 resumed the
strong expansionary trend it has displayed  since the entry into force of
the Treaty of Rorne, Between 1958, the Common Market's first year,
and 7968-, when customs duties within the Community were finally
eliminated,the  value of intra-Community trade more than quadrupled,
rising from almost $6,800 million to nearly $27,500 million. Trade with
non-member  countries too expanded vigorously.  Demand from the
Community  played a major part in supporting world business activity'
as can be seen from the trend of member  countries' imports from out-
side the Community, which, with a growth rate of 9.5% in valuein 1968,
was distinctly  higher than that of total world imports. The same ap-
plies to the expansion of Community exports to non-member countries,
which reached 10% in terms of value. This figure also shows that the
competitive position of Community  products on the markets of the ma-
jor importing countries was still good in 1968, despite the incidence  of
the devaluation of certain currencies in November  1967.
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2. The current situation and short-term economic policy
THE COMMUNITY'S  ECONOMIC SITUATION  IN 1968
109.ln the second half of 1967, the period of slackening activity that
had lasted for about 18 months came ro an end and from the beginning
of. 1968 the Community entered a phase of lively expansion. In the
circumstances) economic growth accelerated  very substantially:  while in
1,967 the gross Community  product rose by no more than2.9oh in real
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The improvement in the overall figures for the Communiry  is
mainly a reflection of unusually  rapid expansion in Germany, where
the gross national product at constant prices must have risen by about
7'/. f.or 1968, following a year of near-stagnarion.  In the Netherlands,
too, the growth rare was high (6% compared with 5.5% in 1967). Ex-
pansion also gathered  momentum in Belgium and Luxembourg,  where
therates of growth over the previous year were 4.5% and 4Yo respec-
tively in 1968, as against 3.5% and 2"/o in 1967.Fnnce's gross national
product increased by slightly less than 4% despite production  losses in
May and June. For Italy, growth may be put at about 5%, as against
59% ]n 1967.
The key to the more rapid pace of growth in the Community  was the
very dynamic trend of domestic demand. The process of expansion of
domestic demand registered in Germany is typical of what happened in
most Community  countries.  At the beginning of the year, German firms
were already accumulating  stocks in large quantities,  and the rapid
lengtheningof  order-books suggestedthattherewouldbe alively.*p"trsiot
of production of plant and machinery.  When this happened, there was
also a distinct increase in exports not only to non-member  countries  but
also to the other Community countries;  the combination of these fac-
tors had a very favourable influence on employme nt, incomes  and,
finally, on consumption by households,  which steadily expanded.  Such
was the pattern in the Benelux countries, with some slight variation in
the timing and the scale of the movements.  In France and Italy, devel-
opments were more varied. Towards the end of the year, however, they
tended to be more in line with the other Community  countries.  In
France, the year began in an atmosphere of balanced expansion. The
interruption of production due to the strikes was followed after the
summer holidays by an expansion  of domestic  demand that was all the
more rapid as the rise in wages and rhe increase in pensions and allow-
ances led to a sharp expansion of disposable incomes of households.
In ltaly, by contrast, the growth of household consumption and invest-
ment by firms was slow until the summer. Subsequently,  investment
activity picked up distinctly, particularly in building and construction,
and consumption, too, showed  a firmer trend.
Lastly, it must be emphasized that the expansion  of trade between
the member countries again helped very substantially to spread growth
within the Community.(1)
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110. The lively pace of expansion  led to a distinct improvement in the
employment  situation in most member countries.  For the first time since
L965, employment in the Community as a whole showed an upward
tr"nd. The main feature of the first half of the year was in most member
countries an increase in the number of hours worked, while during the
second half of the year numbers  employed tended to rise practically
everywhere.
Unemployment therefore  showed  a general decline during the year
despite the comparatively  large number of school-leavers. True, in France
the upward movement  of unemployment continued at the beginning of
1968 and even gained in strength  after the events of May and June, and
in Italy unemployment rose once again in the summer months. But to-
wards the .ttJ of 1968 the trend of unemploymenr pointed downwards,
particularly in France, and levelled out in Italy. Still, the very pro-
nounced upswing of economic activity has not yet engendered  any mark-
ed strain on the labour market, not even in Germany, where the natur-
al trend in the labour force led to a reduction in the manpower  avail-
able. Employment of foreign manpower, however, went up appreciably
in that country in the second half of. 7968.
111. \fhile the impact of economic expansion on the trend of employ-
ment was still rather limited in 1958, it led to an appreciable  improve-
ment in the standard of living. For the Communiry  as a whole, private
per capita consumption in real terms went up by nearly 3.5%, as
agaittsi 2o/o a year earlier. This mean value is the reflection of faster
giowth in all member countries with the exception of the Netherlands,
*h.r. there was a slight slowdown,  and particularly of Italy, where the
growrh of per capita consumption  stayed below 4% in 1968, while it had
been 5% in 7967.
112. If. the special case of France is left out of account,  lively.economic
expansion  in general entailed no deterioration  in the price climate nor
dii it engendei a faster rise in production costs. The trend through the
year, on ih" .otttt"ry, shows thir prices remained virtually unchanged in
Italy and rose more slowly in Belgium and Luxembourg. In- Germany
the increase over 1967, which had been a year of price stability, was
partly due to the introduction of the tax on value added. In the Nether-
iands, by contrast, the rise in consumer prices during the year remained
appreciable,  reaching about 4o/o, as in 7957.In France, prices rose at aCURRENT SITUATION  AND SHORT-TERM  POLICY 107
distinctly faster pace after the events of May and June, going up by
nearly 3.5% from the middle of the year onwards.
_  The tendency for prices to remain stable was largely a function of
the comparatively high elasticity of supply. Except for France, industrial
wage costs per unit of output also exercised little upward pressure on
prices, thanks to the reasonable attitudes of both p"ttn.rs in wage
negotiations, and thanks to the substantial productivity  gains achieved
in most member countries.  In addition, the downward trend which per-
sisted on world raw material markets and the decline in the pricei of
farm products, particularly as a resulr of the good harvests of 7967,had
a stabilizing influence on the level of prices.
In the services sector the rise in prices remained fairly appreciable;
it was nevertheless  less pronounced than a year earlier, parily because
of the steadier wage trend. Public service  charges in partiiular  were pur
up less frequently  and less substantially  than in 7967.
113. As for external equilibrium, the Community's trade balance still
showed a f.airly high surplus (1,350 million u.a. in 1968 as against
850 million in 1967, on rhe basis of cusroms returns, cif-fob) despite a
rapid increase in imports from non-member  countries.  Similarly, thi sur-
plus on external account,(l) which reached nearly 6,000 million u.a.
in 1958, was several hundred million u.a. higher thaninX,967.
As against this, the change in the net external assers of the banking
system (including the net position with the IMF) suggesrs rhat rhe
overall balance of payments closed with a deficit for the Community
as a whole inL968, while there had been a surplus in1967. The gross
gold and foreign exchange reserves held by the monetary authorities of
the Community  countries fell by about 7,700 u.a. Net outflows of
short-term  and long-term capital were particularly  heavy in 1958. The
social crisis in France gave rise to substantial capital movements  of a
speculative  nature. Germany and Italy, in their turn, continued to en-
courage capital exports, parricularly by pursuing a policy of keeping in-
terest rates down in an effort to mitigate the effect of the expansion of
internal liquidity resulting from the surplus on current account and to
avoid disturbances in international  payments.
(1) Goods, services and factors of production.108 GENERAL ECONOMIC  POLICY
THE COMMUNITY'S  ECONOMIC POLICY IN 1968
Council recommendation  of 8 March 1'968
L14. The recovery which got under way in the Community during the
autumn of. 1967 had, by the beginning of. 1'968, not engendered  any
rapid improvement in the degree of technical  capacity utilization and,
particularly, in the supply of manpower. There were also still doubts at
ihat time as to how long the growth phase would last and how strong it
would prove to be. The international  business outlook appeared to have
deteriorated sharply as a result of the cufrency devaluations in Novem-
ber 1,967 and of ih. -."t,rr.s the United States administration  had just
announced that it intended to take in an effort to re-establish the
balance of payments on a sound basis. In addition, the business
situation in Italy showed signs of weakening.
Cliven this situation' the Commission  proposed to the EEC Council
at the beginning of 1968 a "Recommendation on the guidelines for short-
t.r*  ..otto*ic policies in 1968".In doing so the Commission was adapt-
ing the guidelinis,  advocated  in the recommendation which the Council
had addressed to the Member States on 11 July 1967 , to the latest econo-
mic developments and changes in outlook.
f'he new recommendation, adopted by the Council on 9 March
1968, stressed, among other things, the need to consolidate the forces
of recovery and,in some membef countries,strengthen  them by addition-
al measures. In accordance with the recommendation,  this policy
should, however, safeguard incipient  tendencies  towards  stabilization
and in this context consist in the rnain of selective  short-term  measures.
The problem of the maintenance  of stable interest rates, which is in-
dispensable  if expansion is to continue in the face of the foreseeable
.onr.qo"tt..s of the shortage of capital engendered by the implementa-
tion of the United  States programme to improve  the balance of payments,
was dealt with in a special clause. Here, the Council recommended
concerted action to avoid divergent  trends in these rates within the
Commuity.
The elfects of the French crisis of Ugy and June 1968
at Community  leuel(r)
115. Until the beginning of the spring of 7968, the Member States' short-
tefm economic policies were on the whole in conformity with the guide-
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lines recommended  by the Council. Moreover, the expansionary  forces
were growing steadily stronger, especially under the influence of a par-
ticularly lively increase in exports to non-member countries. The events
in France in May and June, the impact of which was of course not con-
fined to the French economy, called for an adiustment of the policies
being pursued and for measures at Community level. The purpose of
these measures was, on the one hand, to support the efforts by the
French authorities to restore equilibrium and, on the other, to limit as
far as possible the harmful effects of the disturbances in the French eco-
nomy for rhe Community  as a whole.
These events had seriously  upset economic and monetary equilibrium
in France: the strikes cost the economy about 2.5"/o of the gross national
product and a sudden and sharp increase in wage incomes.  In addition,
the appreciable increase in production costs weakened the competi-
tiveness of the French economy and threatened at the same time to have a
very adverse effect on the price climate. The scale of the crisis and the
uncertainty about the economic trend in the following month moreover
triggered off an outflow of capital which weighed heavily on the balance
of payments trend.
1L6. Acting in the framework of the procedure provided by Article 108
of the Treaty, the Commission made a detailed study of the situation
created in France in May and June 1968. Further to the study, started
and carried out especially in co-operation with the Monetary Commit-
tee and the Short-term Economic  Policy Committee, the Commission
addressed to the French Government, on 5 luly 1968, a recommen-
dation based on Article 108 of the EEC Treaty.
In the recommendation the Commission pointed inter alia to the
serious risk of inflation in France. As the main means of preventing the
development of an inflationary situation, the Commission  proposed that
France should avail itself without restriction  of the stabilizing influence
o{ international  competition,  a policy which was also justified by struc-
tural considerations.  The Commission  also advocated action enabling the
rise in prices to be kept within limits that were justifiable  from an eco-
nomic and social point of view; in the Commission's  opinion, such action
should help keep wage increases for 1969 within limits that did nor
jeopardize  external equilibrium, while helping avoid any unduly sharp
decline in the purchasing  power of households and in general economic
activity. The recommendation  also advocated very active industrial
measures  to promote modernization  and rationalization, better timing110 GENERAL EcoNoMrc PoLrcY
of government  spending, and a policy to encourage the formation
and productive utilization of savings. It also pointed to the possibil-
ity of French expansion being supported, in 7969 as in 1.968, by
economic growth in the other member countries, a growth which
could in particular be ensured by concerted  short-term  economic poli-
cies.
1"17. Finding that the difficulties facing the French economy  proved to
be particularly  serious, the Commission proposed to the Council that
France should be granted the mutual assistance provided for by Article
108 of the EEC Treaty.
On 20 July 7968 the Council adopted a directive to this effect; it
provided in particular  that the Member States other rhan France should
ensure rapid expansion without jeopardizing the stability of their
economies, and take measures of support should expansion  threaten to
flag. The directive also called for a continuation of the stable interest
rate policy. The Member  States were, in addition, invited to accept  as
far as possible the flotation on their capital markets of loans conrracted
by French borrowers.
From the beginning of June the Member States had, in addition,
participated not only in the financing of a drawing made by France on
the International  Monetary  Fund but also in the opening by the Central
Banks of short-term lines of credit for the Banque de France.
118.In its decisions of 6 and 23July 1,968,theCommission also aurhor-
ized France to adopt exceptional and temporary measures, i.e. to
reintroduce  exchange control for certain capital transactions,  impose
quota restrictions on imports of certain items (in the main, steel, motor
cars, domestic appliances  and certain textile products)  and grant tem-
porary aid to,exports.
At the beginning of September, the French Government  discon-
tinued exchange control, but following  the wave of speculation against
the French franc in November  the Commission decided to authorize,
by decision of 4 December 7968, the introduction of fresh and more
severe exchange control measures.
119. Most of the other measures provided for by rhe Commission
decisions of 6 and 23 July L958 were discontinued when and as projec-
ted, with the exception of certain measures relating to exports, such
as the preferential discount  rate for export credits.CURRENT SITUATION  AND SHORT.TERIVT POLICY tlL
The directive on mutual assistance yielded concrete results. It may
suffice in this context to recall the reflationary  measures  (set out below)
decided upon by the Italian Government in the second half of L968, the
floating on the German  market of various DM loans contracted  by
French nationalized  industries and the policy of holding interest rates
comparatively low, a policy pursued  at least until December  1968 in all
member  countries except France.
The monetary euents of Nouember L968
120. Thanks to the various measures  taken at both national and
Community level, the capital outflows from France had slowed down
towards the end o{ the summer; the conclusion in July 1,968 of the
Basle agreements on the steding balances had contributed to a calmer
situation on the international monetary  markets. But the calm was of
short duration. As early as in October 1968, speculation began on a
possible revaluation of the German mark and a devaluation  of other
currencies, particularly the French franc. Following a conference of the
Finance Ministers of the Group of Ten in Novembet, France was
granted credit lines up to $2,000 million, and several member countries
adopted measures which are outlined below and were designed to
combat speculation  and help restore payments equilibrium.
The Commission, which had participated in the consultations
held by the representatives of the Community  countries at this con{er-
ence, drew the conclusions from this monetary crisis and on 5 Decem-
ber 1.968 submitted to the Council a Memorandum  on the policy which
should be followed within the Community  in order to deal with current
economic and monetary problems. On this occasion it announced that
it would, before 15 February  1969, propose to the Council the setting
up of monetary co-operation  machinery within the Community. Dis-
cussion of the Commission  Memorandum  in the Council on 12 Novem-
ber 1968 showed that there was a broad measure of agreement on the
need for greater convergence of economic  policies and for an investiga-
tion of the scope for intensifying monetary co-operation.
Economic policy in the Member States
L27. ln L968 the Member States pursued, on the whole, an economic
policy aimed at expansion, and, except in the case of Italy, there was^l12  Gj:NERAL tLoNo-\ilc PoLrcY
no need after the winter to adopt special measures to boost activity.
The immediate and longer-term effects of the events of May and June
in France, however,  called for some policy adjustment in France. In
addition, at the end of theyear, the threat of too rapid a rise in prices
in 1969 led the Dutch authorities to tighten up monetary  and budget
policy. Lastly, after the monetary  events of November, the German and
French authorities adopted  a number of special measures.
L22. In Germany, the implementation  1n 1967 of a second programme
to boost economic activity and the 1968 upswing-which was more
vigorous than had been expected-engendered  an expansion of such
proportions that it became  clear {airly early in the year that there was
no need for any additional stimuli. Economic  expansion was, throughout
the year, facilitated by a flexible monetary policy which, by helping to
force down interest rates, encouraged capital exports. The Federal
Government,  however, showed an increasing measure of caution in
budget policy so as to prevent domestic demand from expanding too
rapidly. This attitude emerges clearly from the draft Federal budget for
1969, which provides in particular for a slowdown in overall expen-
diture and a reduction, by almost one half, of net borrowing,  which
had soared in 1967 and 1968. Despite the sharp increase in imports of
goods irnd services, the external surplus did not fall in 1968. This and
the resultant expectation  that the German mark might be revalued
played a special part in the monetary  unrest after the summer. These
events led the German Government to propose to the Parliament  the
adoption of a law providing for a general reduction of four percentage
points in the tax on value added charged on imports, and a cut of the
same amount in the tax refund on exports. The Government, moreover,
made the holding of non-residents'  balances with the credit institutions
and residents' borrowing abroad subject to prior authorization.  On
21 November 1968 the Central Bank introduced a minimum reserve
ratio of 1,00o/o for deposits of non-residents  with German banks.
123. In France, the main economic policy goal until the beginning of
the summer of 1968 was to widen the base of the current expansion.
Towards mid-January  1.968, a co-ordinated  set of measures to boost
economic activity was adopted, which placed a total additional burden
of FF3,400 million on the 1958 budget  and led to a first increase,  from
FF2,000 to FF5,500 million, in the deficit. The measures meant further
increases in old-age pensions, a special reduction in personal income
tax for 1968, and certain concessions in indirect taxation. Apart from
the measures to support private consumers' expenditure, the Govern-CURRENT SITUATION  AND SHORT.TERM  POLICY 1i3
ment made arfangements  to stimulate investment, particularly through
tax concessions  on the purchase of capital goods and the allocation  of
an additional FFL,250 million to the FDES (Economic and Social
Development  Fund). Measures  were also adopted to stimulate  the
construction of state-subsidized drvellings.  After the events of May and
June, the French authorities first adopted certain emergency  measures(1)
in June and July and then, in succession,  made a number of longer-term
arrangements aimed at festoring,  before the end of. 1969, the conditions
for balanced growth. For example, it was thus decided to reduce the
tax burden borne by industry:  the flat-rate payroll tax was eliminated
and a tax credit introduced for plant and machinery ordered and
delivered within certain timelimits.
To limit the budget deficit for 1.969, a number of measures  were
taken to effect a general increase in the taxes affecting households.
Lastly, the public authorities showed great vigilance in the price sector,
particularly through consultations held and agreements concluded  with
ihe trade organizations,  through decisions concerning public service
charges,  and the close surveillance  of the prices of services.
The speculative movements in November 1968 subsequgnlly forced
the French-Government  to adopt a more restrictive course of short-tefm
economic policy. On 24 November  1'968 it introduced a system of
exchange control more severe than the one introduced on 29 May 1968
and lifted at the beginning  of September.  The deficit for 1969, originally
put at FF11,500 million, was reduced to FF6,350 million. To this end,
ixpenditure  was pruned by FF2,900 million, particularly through a cut
in subsidies to thi nationalized  industries and economies especially in
civilian and military operating expenditure. The remodelling of the tax
system yielded additional  revenlre: although the tlat-rate ,payroll tax
and the tax on meat were abolished  on L December  1.968rthe increases
() Cr.dt, f*ttities benefiting  srnall and medium-sized firms (special.loans for a period
' ' o1 .,p to 18 monthsl t6 heip them cope with cash difficulties;.  easing. of ,the
rediscounting  rules of the Baique de Frince to restore bank liquidity,.which  had
iuli." o, a ?.rulr of the foreign exchange  outflows;  to redyce the balance-of-
paymcnts deficit-temporaty quota restriitions and,tighter edministrative  super-
iirion for certain imported  products;  temporary  atd an^d better.credrt guarantee
.iirng.*.ntt  for exp6rts; inirease in ilank rate (from J.5olo to 5%):rnd provisional
i"i"irtsJ".iiot  of eichange control. These  measures,  togethe.r with the wage and
r"iory in.r.n.es in public" administration  and in nationalized  industries  and the
iir. in i..t"i" *elfar! payments,  led to the adoption  of a second amended Finance Act
i.i  rDgS pi"tiding in'particulai for an increaie_  in expenditure  of FF7,500 million,
en iucreise in tax ievenue of FF2,500 million, and conseqttcnrly  an increa.e
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in the TVA rates and more rapid collection of this rax will lead to a net
increase  in tax revenue of FF2,500 million. To offset the cut in subsidies
to nationalized  undertakings, certain public service charges were pur
up; this applies in particular to goods transporred by rail and to elec-
tricity and gas for industrial use. Except for certain services, no price
freeze was introduced  but the policy of surveillance was srrengthened.
Lastly, a strict limit was placed on the expansion  of bank lending, and
monetary policy was tightened up appreciably  (increase in Bank rate
from 5% to 6o/o, higher minimum reserve requirements).
124. The slowdown of expansion in Italy in the first half of 1968 led the
Italian authorities to make a major change in the lines of budget policy,
since the easy credit arrangements encou(aged by the monetary author-
ities had not lent sufficient strength to the sponraneous forces making
for expansion. From the draft budget  6o1 1969 submitted by the Govern-
ment in July 1958 it emerged  clearly that the aim was to boost activify:
provision  was made for a faster rise in overall expenditure than under
the 1968 budget, a slower rise in revenue and above all an increase-by
almost 100%-in expenditure  to be financed outside the budget, mainly
for investment  purposes.
At the end of Augusl the Government  adopted (by decree-law)
measures to spur on economic activity, most of which did not come
too late to influence  economic developments  in 1968. In October,  the
Parliament  incorporared all these provisions, with amendments, into an
ordinary  law. The principal points are: further loan funds and interest
rebates for small and medium-sized  dealers and manufacturers and the
craft industries;  extension of the fax reductions to include profits re-
invested by enterprises in southern Italy; a new type of tax incentive
(credito d'imposta)for invesrment  made by firms in Italy; duty exemp-
tion, until August 1970, in respect of additions to company capital; the
shifting to the State, {rom now on until the end of 7972, of pirt of the
social charges borne in southern Italy by industrial and craft firms and
their employees; reduction of the taxes imposed  on the consumption of
electricity; allocation of a further Lit.50,000 million from rhe public
purse to enable the public authorities to assist depressed areas in north
and central Italy during the period 1968 to 7970; authorization for the
State Railways to borrow Lit.650,000 million on rhe capital marker to
make additional investments by 1,974,tor  rationalization  and expansion;
creation of a fund of Lit.100,000  million, from the yield oi goyernmenr
securities floated in7968 and1969,  ro finance applied industrial  research.CURRENT SITUATION  AND SHORT.TERM  POLICY 115
At the beginning  of November, a law entered into force providing,
in case of crisis, for the application, in certain circumstances,  of new
measures  benefiting the unemployed in industry and more particularly
workers on short time, with a view to improving payments  out of the
W'ages Equalization Fund and enabling family allowances to be provided.
125. ln the Netherlands, the gradual gain in vigour of economic  expan-
sion in L968 called increasingly for cautious  and selective short-term
economic policy. This was clearly the approach adopted in the draft
budget f.or-Lg69, which provided for an appreciable slowdown in public
spending compared with 1968, and a rather lower budget deficit. In
linuary ne9 ihe Government  made attangements  to -make this policy
" littl. fir-er and ensure that the contribution from the budget opera-
tions will in any case not be greater than originally envisaged. The
new arrangements include a decision in principle  to offset any spending
in excess of the budget limits by using additional funds, the staggering
of the increase in defence expenditure decided upon in November 1968,
and the cancellation ahead of schedule of the tax deduction for invest-
menrs. Monetary policy, which had been comparatively  easy until the
summer of 1.968, was'later made more restrictive. In December, the
Central Bank raised Bank rate and reintroduced measures to curb lend-
ing.
The public authorities also endeayoured to improve the institutional
trameworl which enables them to influence the trend of incomes and
to this end submitted to the Parliament a draft law which, though
based on the principl e of. {ree wage formation, lays down details as to
the authoritiei' riglit to intervene in the wages field. This draft gives
the Government the power to revoke certain provisions of collective
wage agreements and, on the other hand, tO extend the agreements by
up to six months.
126. In Belgium, the authorities responsible for economic policy had as
recenrly as in .atly 1968 adopted a number of measures to stimulate
economic growth and thus ensure better use of the manpower reserves.
These measures concerned mainly, in the first place, a1 increase in
expenditure  on public investment and the construction of state-subsidized
housing arrd o.t official intervention to encourage,investment,  and,
secondly, the support of private consumption through easief consumer
credit terms. Encouragement was at the Same time given to exports
through tax and credit policy measures. This progfamme to boost
activity was accompanied  by a decision to raise the ceiling on central
government  recourse to the Banque nationale.Ll6  cENERAL  EcoNo\{rc pol-lcr
'fhe measures of economic policy adopted in Belgium in the second
half of 1968 rcveal no change in the shorr-rerm  approach. The draft
budget for 1969 nevertheless provides evidence of some measure o(
caution, due to the danger of overall demand expanding too rapidly;
the ordinary budget is to be in equilibrium, while the rate of expansion
of expenditure  under the extraordinary  budget (including thi Road
Fund and other expenditure  financed outside the budget) shows a slow-
down in the growth of government  investment  spending. A sum of
Bf r. 7,500 million (" T r an cb e coni onctur ell e" ) w ill, however, be available
to suppoft expansion if the need arises.
Monetary policy remained comparatively  relaxed throughout the
year; the increase in Bank rare in December 1968 was in the main
conceived  as an adjusfment of short-term interest rates to the rise in
international  interest rates) an adjustment which was expected to curb
the outflows of capital that reached substantial proportions during the
second half of 1968.
127. In the Grand Duchy of Luxembourg, lasrly, economic policy in 1968
was mainly aimed at srructural  improvement.  Budget policy remained
cautious; in this context, new provisions were made in respect of the
implementation  of the income tax reform. The draft of the ordinary
budget for 1969 shows a surplus that is smaller than that of the amended
budget for 1968.
lmprouing the instruments ol policy
128. The growing interdependence  of the Member States, economies
calls for a sustained drive to improve fhe instruments of analysis  and
short-term economic  forecasting that can be used at community level.
During 1968, the Commission continued the studies aimed at
improving the mutual consistency of the forward  economic  budgets
drawn up by the various Member States. In the same conrext, it pui in
hand a study to supplement  the information  available  from fhe econo-
mic budgets by adding rhe corresponding  financial  variables.
The Commission  also extended its work on the use, for short-term
forecasting,  of the results of its business surveys compiled from manage-
ments' replies to questionnaires.  Similar studies are being or will be
made in respect of the other surveys started more recently on the initia,
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investment. The Commission studied further the plan for a consumer
survey.(1) The results were submitted to the Council at the end of the
year so that a decision can be takert on the implementation of this
sufvey.
The Sbort-term Economic Policy Committee
129. In the period under review the Short-term Economic Policy Com-
mittee met five times. It continued  its regular studies of the business
situation in the Member States; the conclusions which it  atrived at
were submitted orally by its chairman to the Council in July and
December. It examined the final economic budgets fot 1968 and summed
up its conclusions  in an Opinion addressed to the Commission and the
Council.
It also elaborated  a work schedule  which includes  studies on ways
and means of strengthening the co-ordination of the Member States'
short-term economic  policies.
3. Medium-term  economic  PolicY
130. The work of economic programming made remarkable strides in
1958. \X/hile the procedure  for adoption of the second programme was
being completed, the Medium-term  Economic Policy Committee began
to prepare the third programme, in which its chief concern was compa-
tibitity berween developments in the individual member countries. It
also began to study thi way in which the first programme had been
implemented.
The pace of work in this field has therefore speeded up conside-
rably.
IMPLEMENTATION OF THE FIRST  PROGRAM-N,{E
L31, ln conformity with the Council decision of S April 1'964 the
Committee began, at a meeting on 29 February  L968, an examination
(r) First General Report (1.967), sec. 108.118 CENERAL LCONOMIC POLICY
of horv the first medium-term  economic policy programme  had been
implemented by the Member States and the Community institutions.
The first phase of this examination consisted in:
(i) Compilation  by each delegation  of a memorandum devoted  essen-
tially to describing the measures of economic  policy taken or
planned in connection with the jointly agreed guidelines  sinie the
first programme was put into eff.ect1'
(ii) Discussion of each memorandum  in the Committee, to see how the
guidelines  have been followed in the member countries and thus
to pinpoint the problems that appear to be the most important for
the medium-term development  of the European economy.
The Committee  has already studied the German and Dutch memo-
randa. The French, Belgian, Italian and Luxembourg  memoranda and
that from the Commission are to be discussed in the next few months.
The Commission's  memorandum deals with those fields covered in
the first programme in which Community action has been taken or
envisaged; it seeks to bring out, among other things, the economic
objectives at which Community action is aimed, and the nature of the
difficulties  encountered.
The Commission  would like this work to be continued in a second
phase, which could include the examination, but in a more selective
way, of certain major problems that have arisen in connection  with
implementation  of the first programme. It is felt that this procedure
would enable the Committee to improve medium-rerm economic policy
by a more definite confrontation of the general lines of the programme
with the trends and the actual decisions taken in the several countries;
it would also make it easier to ensure that priorities in the operations
undertaken should conform to the requirements of the Community's
medium-term development.
ADOPTION  OF THE SECOND  MEDIUM-TERM
ECONOMIC  POLICY PROGRAMME
L32. In accordance with the programme  of work it adopted, the Medium-
term Economic  Policy Committee completed  the preliminary  draft of the
second programme at the beginning ot t968. The general form and
content of this preliminary draft remain as previously  described.(1)
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The Commission endorsed this preliminary draft, which the
Committee had adopted at its 27th meeting on 29 February 19(8, and
forwarded it to the Council on 20 March 1968, without amendments
but under cover of a memorandum  with introductory comments on
the various chapters. Thereafter, on 28 April 1,968, the senior members
of the Committee exchanged  views with the representatives  of both
sides of industry.
The Council  immediately forwarded the draft second programme
to the European Parliament and the Economic and Social Committee
{or their opinions. The Commission took part in the discussion of this
matter by the two institutions.
At its 72nd meeting,  on 25 and 26 September 1968, the Economic
and Social Committee  approved the draft second programme,  noting
with satisfacdon  that the Medium-term Economic Policy Committee
and the Commission had chosen to propose coherent solutions to the
problems of the Community's  economic development,  notably through
structural  reform. In its Opinion, the Economic and Social Committee
also considered that the second programme, in which emphasis  is placed
on the economic  aspects of structural  development'  was a kind of
extension of the first programme, which had given special attention  to
employment; it did, however,  express misgivings about the way in which
the guidelines  laid down in the two programmes will be implemented
in practice, and suggested that the Council should re-examine  the
instruments and procedures which had so far been used.
During its session of November  1968 the European  Parliament
held a debate during which it expressed its satisfaction with the slant
which the Commission wishes to give to the medium-term  economic
policy. At the end of this debate, on 28 November  1-968, the Parliament
adopted  a resolution approving the proposals  made by the Commission
in the draft second programme. The formal Opinion stressed  the impor-
tance of the strllctural improvements which will have to be carried out
in all fields.
The Parliament  emphasized that the profitability  of investments
could be increased, and that much will have to be done towards harmo-
nizing the bodies of legislation which affect enterprises. It drew the
attention of the Community authorities to the urgency of finding
solutions  to the various social problems  which will arise from structural
adaptation in many fields, and stressed the need for adapting  the capital
market in a framework wider than that of the national  markets.120  GENERAL ECoNoMlc  PoLrcY
The Council approved the second medium-terrn economic policy
programme  on 12 December  1968.
PREPARATION  OF THE THIRD PROGRAMME
133. Alter adopting the preliminary draft of the second programme,
the Medium-term Economic Policy Committee began to prepare the
third programme, which is to coyer the period from 1971. to L975.The
Committee decided to devote especial attention to the projection work
of the Study Group on medium-term  economic  forecastsl these projec-
tions will have a vital part to play as basis for the considerations and
policy lines in the third programme, and both the Commission and the
Committee attach great importance to having the work on them com-
pleted in good tirne.
Forward studies
134. The trend which has emerged in the member countries since the
end of 1,967 confirms the opinion expressed by the Medium-term
Econornic Policy Committee in its second programme, to the effect that
the overall growth rates for the Community,  as estimated for 1966-1970,
will probably be achieved.
In 1,968, the member countries either registered an improvement
on the not very satisfactory trend of the previous year, or maintained
their vigorous medium-term growth.
135. Quantitative  work continued in the field of medium-term projec-
tions. 'fhe Study Group of experts on medium-term economic forecasts,
with Professor P. de Wolff in the chair, worked under rhe aegis of the
Commission  and concentrated  its efforts on two main subjects:
(i) T'he establishment and analysis of value projections in all the
member countries for the period fuom 1,966 to 1.970;
(ii) Preparation for the periods to 1,975 and to 1980 of projections  to
serve as basis for the third medium-term economic policy pro-
gramme.
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136. The work for the period 1,966-1970 showed that the preparation
of volume projections involved taking into account the trend in relative
prices and the general level of prices. Only the value projections bring
out the major prcblems of medium-term growth-balance between
saving and the financing of investments, income formation, tax burdens,
ability to compete in the field of foreign trade, etc.; they throw light
on these problems not merely from the angle of the country concerned
but also from that of its relations  with its partners. For certain countries,
the results of these value projections have been taken over from official
studies in which a series of aims had been fixed in advance by the
Governments  concerned, for the others, the results were obtained from
technical studies carried through by the experts.  Consequently,  the first
value projections of the member countries are fragmentary and not
very coherent; they nevertheless  represent an important experiment,
and one which is essential for subsequent  projection  activities. The
provisional conclusions  from the value projections for 1'966-1'970 have
been forwarded to the Medium-term  Economic Policy Committee.
137. In spring 1968, the Group began preparatory work for the projec-
tion period up to L975.It drew up a programme of activities for the
next two years. Drawing  on the experience  acquired in making projections
for the period 1,965-1970, the Group plans to break its task down into
three main phases, during each of which close contact will be maintained
with the Medium-term Economic Policv Committee. The three phases
are as f ollows:
(i) The establishment of overall provisional projections comprising
alternatives; on the basis of these, the Committee will define the
central hypotheses and options to be applied in the main projec-
tions;
(ii) The establishment  of detailed projections; after the central hypo-
theses for each country have been selected and defined, these
projections will have to be presented at constant prices and at
current prices. As far as possible,  the projections will have to be
compatible  with each other. They may serve as basis for subsequent
projection work in more specific fields (agriculture, etc.) ;
(iii) The charting of variants, which are necessary for studying the
repercussions of certain decisions taken by the individual member
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138. The first phase of this work, that is to say the formulation of
provisional alternative  projections, appeared to be necessary for two
reasons:
(a) It would enable views on possible medium-term economic develop-
ment to be exchanged both between the national expefts and
between the experts and those responsible for economic  policy.
These discussions should take place as soon as possible, without
waiting for the aims and options to be fixed in this phase.
(b) Previous  experience has proved the usefulness of examining  at the
outset the compatibility  and coherence of the main objectives and
hypotheses of the countries. Only after this had been done would
the actual work on projections  be started at national level. If the
possibilities of choice and the order of priority among objectives  in
the member  countries are not discussed  at an early date, there is a
risk that the medium-term projections will be made from too
national  a viewpoint.
Projections  which did not take account of the interdependence
between fhe countries and the options open to their partners would
form an unreliable basis for the decisions to be taken by each
country; in certain cases, they could even jeopardize  achievement
of the national  aims.
if national economic policies within the Community are to be har-
monized, conflicts of aims between the member countries will have
to be reduced to a minimum,  and a  draft will have to  be
prepared for a Community strategy in the field of economic policy
(i.e. a medium-term plan for guiding developments).
Proposed content of tbe third programme
139. The draft third medium-term economic policy programme may
be submitted by the Commission to the Council during the first half of
1.970. Its conrent has not yet been finally fixed. The Committee-
within which the Commission  is entitled to be represented in the same
way as the Governments  of the Member States, and for which it provides
the secretariat-has reached an initial agreement in principle in which
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(i) Overall projections for 1971-1975  at constant prices and, for the first
time, also at current prices, comprising  forecasts for foreign trade
and the public finances;
(ii) A certain break-down  of these projections by main economic
sectors;
(iii) An examination  of compatibility  between the national projections;
(iv) A chapter on external economic policy;
(v) A chapter on public finance policy;
(vi) A chapter summarizing the general economic  policy conclusions  to
be drawn from the projections.
The Committee was in any case unanimous that it would have to
see how the work progressed  before a formal and final decision was
taken on the subjects to be covered.
Thus, the preliminary  draft ol the third programme betrays a slant
towards  subjects of rather general importance-and  so is in line with
the conception of medium-term policy followed so far. This standpoint
obviously  does not prevent certain industries from being dealt with in
the context of the programme if they present  pr.oblems of importance
for economic policy as a whole, either because of their value as
examples or through their relationship to growth generally.
140. The work of preparing  these various  chapters is being actively
pursued by the Commission's staff and in the various working parties of
the Committee.  The'Working  Party on external trade policy, for instance,
submitted an interim repoft to the Committee at the beginning of
autumn 1958. This report contains a summary account of the aims
pursued  by the Member  States in the field of commercial policy and in
the other fields of their external economic policy, and it surveys in
detail the problems of external economic policy' Certain problems
touching on the common commercial  policy are also raised. After a
discussion  of this interim report, the Committee laid down the main
lines which the 'lforking Party should follow in elaborating  the
projected chapter on external economic policy' Consequently,  the activ-
ities of the '$Torking Party will have a bearing not only on the
external  trade policy of the Member States and the Community  but also,
in a general way, on all the aspects of external economic relations and
on the impact of the external economic policy upon the general
economic policy of the Member States and the Community.124  CENERAL ECoNoMIc  PoLIcY
The rWorkingParty on incomes policy likewise continued its work
in 1968, with the discussion of certain of the problems which the
second programme said should be examined in the context of gradual
formulation of a policy on incomes and wealth.
On public finance, the Medium-term Economic Policy Committee
has asked for help from the Budget Policy Committee. An ad hoc
\Working Party has been set up by these two Committees in order
to establish detailed projections for public finances on the basis of
overall projections worked out by the Study Group on medium-
term economic forecasts.  These public finance projections will serve
as basis for subsequent  elaboration, by agreement between the
Committees, of the policy lines in the budget policy chapter of the
third programme.
Finally, it should be mentioned that the meetings of the Commit-
tee's \Torking Group on scientific and technical research policy (known
as the "Mar6chal Group"),  were interrupted  in January 1968, but that
work rvas resumed  in December.(1)
STUDY ON THE COMMUNITY'S  COMPETITIVE ABILIT'Y
L41. In order to ascertain  the state of the European economy after
ten years of the Common Market and completion of the customs union,
the Commission engaged M. Pierre Uri, who will be assisted by three
other independent experts, to make a detailed study of the economy's
ability to compete with its chie{ rivals on the world market. This
study will cover a w-de range of subjects suitable for typifying the
strong and weak points of the European  economy vis-)-vis international
competition. Amongst the points covered will be:
(a) The structure of production and levels of productivity;
(b) The structure of enterprises and the disparities;
(c) Prices and factor costsl
(d) Trade and the internationalization  of markets;
(e) The mechanisms of progress (and the consequent lines of strategy).
These points will be covered from the angle of the Community
and of certain non-member  countries.
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The experts started work in June 1968; they have already sub-
mitted an interim feport to the Commission, and expect to finish the
study before the summer of L969.
4. Monetary, financial and budget policy
MONETARY QUESTIONS
142.  The previous General Reports on the Activities of the com-
munity have discussed the economic-policy  implications of the inter-
penetration  of the national  economies  through more frequent.  move-
-.nt  of all kinds across the frontiers. The importance  of two features
has been more particularly  emphasized: (1) the growing sensitivity  of
each of the economies concerned to stimuli from the partner countries
and (2) the steady decline in the range and effectiveness of the
instruments  which can be brought to bear independently to preserve
balance without jeopardizing the freedom of the frontiers and the
framing of the common policies. From all this a conclusion had been
draw.rithe need, if the implementation  of the common market was not
to be endangered,  of offsetting by stronger policies and Community
arrangements the growing  insecurity of the situation'
The urgency of this need was still concealed early in 1.968 by the
fact that ion.- of the Member States had to face difficulties in its
overall payments balance; the majority of them were still earning sur-
pluses, iho"gh not of rhe same relative size or with equal regularity.
In this way, the problems posed by what is known as the "process
of adjustment"-that  is the process by which national economic
areas subject to unequal or conflicting pressures are enabled to take
the necessary measures to maintain freedom of transactions  between
themselves-were believed virtually to affect the wider international
framework only. \Tithin the community  the risk of a breakdown
in the process seemed practically  non-existent.
people were more concerned with the problem 
. of re-establishing
interna;ional balance at a time when renewed efforts to this end
were being made in the United Kingdom after the devaluation of sterlingI Zl) GENERAL ECONOMIC  POLTCY
in November 1967 and in the United Srates as a resuk of the Presidential
messages at the beginning of 1968- The European countries set about
relaxing their monetary policy as far as possible and maintained
interest  rates on their national  markets at a sufficiently low level not to
attract capital from non-member  counrries in difficulty. This policy,
which was suited on fhe whole to the short-term economic requirements
of the time, was to have a noteworthy result in that there was a
considerable flow of funds from various European countries to the
international money market-known as "the Euro-dollar markeg"-ghs
volume of which has constantly increased in recent years unril it now
stands at about $25,000 million. From the Euro-dollar market the
funds found their way to the United States, where a restrictive  mone-
tary policy was being applied.
Similady, the discussions on the reform of the international
monetary system had long monopolized so much of the energy of
those mainly responsible  for monetary policy that hardly any further
thought was given to the advisability of even looking for ways of
consolidating the Community's internal monetary situation  and endow-
ing it with the means of resisting upheaval. These discussions  were
to take a decisive turn ar the Conference of the Group of Ten in
Stockholm at rhe end of March and to throw a particularly harsh
light on the differences of view between the Member states with
regard to the functioning of the international system.
All this means that the Community was very poorly prepared to
cope with the difficulties which beset ir in the .onise of the irr-'''.r,
and then again in November, when a grave crisis for the inter-
national  monetary system broke out, a crisis due-and this was a new
thing-to a disordered condition more especially affecting two Com-
munity currencies.
These developmenrs,  and also the policies followed in the mone-
tary field in particular, have been analysed in detail above. 'rVhat
should be emphasized here is that in the very year during which the
final stages towards the customs union were to be covered, progress
towards the economic union was to be seriously jeopardized  by iecourse
to restrictions and obstacles in two community countries. If this
development were to continue it could well have fatal consequences
for the community venture, for it would be liable to undermine  the
confidence of manufacturers,  dealers and consumers  in the irreversibility
of the progress towards single markets for goods, services and
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The Commission was so convinced of this that on several occasions
its representatives  insisted, in the appropriate meetings' such as those
of tt e council, the Parliament, the Monetary committee and the
Finance Ministers,  on the need to avoid discordant lines of approach  in
national economic policies and to make better use of the existing
Community  proced,1ies  with a view to promoting greater compatibility
between the 
^Member 
States' economic objectives and to strengthening
the Community's  internal monetary organization.
The Commission's purpose in the memorandum it submitted to the
council on 15 Decembrt iges was to draw the initial lessons from the
setbacks which the common market had experienced during that year.
It also announced that it would propose to the Council, before
15 February 1969, certain measures aimed at arming the community
against the risk oi disturbances  as serious as those which affected it in
1968.
T h e MonetarY  Committee(I)
143. The Monetary committee held 15 meetings during the period
covered by this Report. The Committee of Alternates and the work-
ing parties also me-t frequently.  In conformity rvith Article. L05 of the
Tr".u'ty, the Monetaty io*-ittee has regularly examined,  with the
Commission, the monetary and financial situation of the member
countries and has reported  thereon to the Council and the Commis-
sion, particularly afier the events of May and June in France' It
continued its studies, in co-operation  with the Commissiott's  depart-
ments, on increasing co-ordination of both external and internal
*o..i"ry policies. TL this end it drew up an interim repol for the
EEC Ministers  of Finance and Economics and Central Bank Governors
oi fr.rh progress in monetary relations within EEC and undertook to
a;;g "p'to 
date and broaden the study published in L962 on the
instr-uments of monetary policy in the Member States'
CAPITAL  MOVEMENTS
144. There was no progress in 1968 in the liberalization of capital
movements.  In particuiar,-the proposal for a third directive  submitted
(1) The general activities
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to the Council on 9 April 1964, and then amended by rhe Commission
on 7 February 1.967, was referred by the Council meeting of.4 and
5 March 1968 to the committee of Permanent  Representatives,  which
has not yet decided on action to be taken in this m"tter.
Thus, no new Community enactment has been added to the first
two directives, adopted by the council in 1.960 and rgGZ respectively,
providing for the abolition of various obstacles to thosi capital
movements in the EEC which are subject to exchange controls.
Faced with this situation the Commission  has begun to examine
fresh lines of approach. The purpose is to submit a memorandum
to the council setting out what proposals could be made before the
end of the transitional period. A number of studies have already  been
put in hand to give precise form to these proposals.
145' In pursuing this task the commission intends to avail itself of
work row being done by various agencies. Thus, its departments  have
played 
. an active part in the technical srudies of the working party
on markets in transferable  securities,  set up by the Monetary  committee.
So far these studies have concentrated on comparing  procedures and
instruments  to ensure balance in member countries' bond markets.
They will be followed by a detailed examination  of the use made of
these procedures  and instruments and by an analysis of developments
on the financial  markets.
The Commission has also set up a new working party to improve
information for the public on transferable securitier 
"nd 
trunr"ctions in
them. This working_party should help in framing  commission  proposals
to approximate and improve rules and practices regarding information
made available in connection with the issue of rtoikr and shares and
their listing, As a preparatory stage to these studies, the Com-
mission thought it advisable to permit the working party and its own
departments to obtain the opinions of person"liti.r in the public
service and of the experts concerned in the member  countries
and the leading extra-community countries with experience in this
matter. It organized a symposium on present problems of transferable
securities  markets with special reference to the means of improving the
public's knowledge  and confidence  with regard to investmint in ihese
securities. The exchanges of views on this occasion  provided a useful
basis, supplementing  the documentary  material already available, for the
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Finally, the Commission took note of the study on "improving  the
contribution of pension funds to capital markets in the EEC coun-
tries", which it had commissioned  from a private bureau for economic
and financial analyses,  and which will shortly be published.
Studies of a technical nature have also been carried out on capital
movements  to and from non-member countries. After a year's discus-
sion in a working party of experts on capital movements statistics,  a
report has been drawn up. The working party was instructed to seek
out solutions to the practical difficulties hampering the communication
to the Commission of the data required in accordance  with the
proposed  directive submitted to the Council in this field.
This proposal for a directive  was accompanied by a Commission
recommendation for the concerting of the Member States' policies on
movements of capital from non-member countries: this is necessary, for
in its absence not only have the measures adopted by certain Member
States proved of little use, but they have even endangered the progress
previously accomplished  in EEC in the matters of capital movements
and freedom of establishment. The Commission  intends to continue
in particular to study the impact of attitudes to investment from
non-member countries on the EEC integration  process.
'While the Member States' security  markets have remained narrow,
with little intercommunication, there have been new and important
developments in the issue of Euro-bonds, chiefly to the benefit of
issuers in  non-member  countries, and there has been increased
investment  of European capital in American corporate stock.
BUDGET POLICI
146.  Budget policy is assuming growing  importance as an instrument
of economic policy in both the short and medium term. This trend
results both from the limits which international  competition and its
rules are increasingly imposing,  particularly in the Community frame-
work, on the autonomy of other important aspects of economic  policy,
such as monetary policy or incomes  and price policy, and the growing
share of expenditure on the satisfaction of collective needs in the struc-
ture of final demand.  Accordingly,  the best use of the public budget as
an economic policy instrument must be studied and, in view of their
impact on the general economic trend, the budget policies of the
Member States must be co-ordinated more closely at Community  level.130 cENERAL  EcoNoMrc PoLrcY
However, this is a field which poses many problems that are not merely
technical,  and in which for this reason rapid progress is out of the
question.
In response to these needs the Commission decided,  when reorganiz-
ing its departments, to set up within the Directorate-General for
Economic and Financial Affairs a Directorate for budgetary and financial
matters, with the special task of helping the Budget Policy Committee
in its work.
147. In 1968, the Budget Policy Committee was rhus able not only to
go more thoroughly  into its current examinations of budgets but also to
take up certain fundamental problems of budget policy.
As part of its current work, it carried out in July 1958, i.e. before the
final framing of the draft budgets, an examination  of the main lines of
budget policies  envisaged  by the Member States for 1969.lt later studied
the various draft budgets and submitted Opinions to rhe Commission
and the Council on each of these.
The Committee  has also studied several fundamenral problems of public
finance policy, in particular thar of the flexibility of public spending,
with a view to defining certain ways and means of influencing this
demand component and of assessing  what use can be made of it as an
instrument of economic policy. On this point the Committee adopted  an
Opinion which stresses the need to use public expenditure more
systematicalll to achieve certain economic  policy objectives, for by
influencing expenditure it is possible  in the short term ro adjust global de-
mand in such a way as to curb deflation or inflation, and in the
medium term to adapt the volume and the strucure of public spending
to the needs of economic and social development. This Opinion was
submitted to the Council and the Commission  and examined bv the
Finance Ministers  at their meeting of May 1968,
The Committee  also examined the budget problems of local
authorities  and considered  how these authorities could cope with the
tasks incumbent upon them in this field. It adopted an Opinion for the
Council and the Commission  setting out the measures which could
enable local authorities to play their part in the growth and structural
evolution of the economy without having to suffer the effects of
unfavourable  short-term economic developments  or to risk helping to
aggravate them. In particular,  the Opinion favours the incorporation of
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programming and argues that structural work should be related to
short-term  economic policy. It also urges that the competent national
authorities should take the necessary  measures to strengthen  the finan-
cial bases of the communes, so that the latter may be in a position
to account for a much greater share of expenditure  from their own
receipts. At the same time, these receipts should be rendered  less
sensitive to short-term fluctuations of the economy) so as to ensure
orderly financing of collective investments.
Finally, the Budget Policy Committee has taken up the question of
the programming of public finance over a period of several years.
In most Member States efforts have already been made in this
direction, with the aim both of improving budget administration and
reducing the strains arising from the strong upward trend of public
expenditure. The Commission and the Committee are endeavouring  to
work out methods and procedures to ensure better co-ordination of
Member States' efforts in this field.
In addition to the budgets of the Member States, the Budget
Policy Committee has examined that of the European Communities for
1.968 and its repercussions on the national budgets. This examination
has brought out for the first time the structure of the Community
budget and the effects of the operations  of the various Community
Funds on the budgets of the States. The Committee will hold periodical
exchanges  of views on this matter.
The Committee  has also drawn up an interim report for the Ministers
of Finance and Economics on the improvement of the Community's
budget procedures.
5. The European Investment Bank
148. The activities of the European  Investment  Bank for the financial
year 1.968 will be described in detail in its annual report.
In accordance with the provisions of the Treaty of Rome, and under
association  agreements or conventions, the Bank's operations have
concerned projects within the Community and in the Associated  States.
During the first 10 months of the year the Bank signed 29 loan
contracts for a total sum of 145'7 million units of account.132  GENERAL ECoNOMIC PoLICY
This amount comprises L17.7 million u.a. for 21- ordinary  loans, and
28 million u.a. for eight loans granted under the Special Section, which
enables the Bank to grant loans on favourable terms on the instructions
of either the Community or the Member States, at their exclusive risk and
with funds supplied by them.
From its inception until 1 November 1968 the Bank had signed
206 loan contracts for a total sum of 7,066,2 million u,a., of which
ordinary operations represented  927.2 million u.a. spread over 174loans,
while the Special Section accounted for 1.39 million u.a. spread over
32 loans.
During the first 10 months of 1968, fifteen loans were concluded for
an amount of 57.28 million u.a. for projects in Italy; three loans for
35.25 million u.a. for projects in Germany; one loan of 10.13 million u.a.
for a project in France; one loan of 4 million u.a. for a project in
Luxembourg;  and one loan of L1 million u.a. for a project in Mauritania.
Under the Special Section, four loans were signed or notified in
Turkey for a total of 17.5 million u.a.
Furthermore,  four loans on special terms-drawn from EDF funds but
to be administered by the Bank-were concluded for investments in
Ivory Coast, Cameroon,  Surinam and New Caledonia,  totalling 10.5 mil-
lion u.a. in all.
As regards the ordinary loan contracts signed by the Bank during
the first 10 months ol L968, fourteen loans for 32.3 million u.a.
concern industria]  investment and seven loans for 85.4 million u.a.
go to finance economic infrastructure.
The Bank continued its traditional work of helping  less-developed
regions in the Cornmuniry  countries, particularly in the South of Italy
(thirteen loans for 31.3 million u.a.). Under Article 130(b) of the EEC
Treaty, the Bank granted a loan for the re-equipment and moderniza-
tion of a shipyard in Italy.
At the same time it  stepped up its financing of projects of
common European interest (five loans for 61.4 million u.a.) and of
redevelopment  projects (one loan for 10 million u.a.). In particular, ir
continued to help improve intra-European communications. Two loans
concern motorway construction schemes-the  stretch of the Italian
,,Autostrada dei Fiori" from the French frontier to Savona, and motor-
way A.32 from Metz to Saarbriicken, which will connect Nancy-Metz-
Thionville to the German network. One loan concerns the constructionTHE EUROPEAN  INVESTMENT  BANK T33
of a section of waterway in the Rhine-Main-Danube  system. The Bank
has also signed a loan contract for building a piloi nuclear power
station of community interest in Germany, and one for a proiect in
Vest Berlin.
149. To obtain resources,  during the first 10 months of. 196g the
Bank floated ten public loans for a total of 148.5 million u.a. Eight of
the loans were denominated in German marks, one in us dollari. and
one in Dutch guilders.
By 1 November 1968 the Bank had borrowed 687.2 million u.a. since
its foundation.otloi
CHAPTER III
ESTABLISHMENT  OF THE ECONOMIC  UNION
[. Common agricultural  policy
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150. On 18 December  1968 the Commission submitted to the Council a
dossier of several closely linked documents dealing with the reform of
agriculture in Europe between now and 1980.
The key document  in the dossier is the "Memorandum  on the
Reform of Agriculture  in the European  Economic Community". This is
accompanied by two others entitled "Medium-term measures for various
agricultural  markets" and "Commission  proposals to the Council on the
fixing of prices for certain agricultural  producs for 1.969/70',.
The dossier  is completed by a "Report on the situation of agriculture
and the agricultural  markets"  and a "Report concerning policies on
the structure of agriculure followed by Community  counfries".
Memorandum  on the Reform of Agriculture in tbe
Eur op ean Economic Community
(Agriculture 1980)
151. This document deals with four topics:
(a) A summary of the socio-economic  situation in agriculture;
(b) The aims of agricultural  policy;
(c) Measures to be taken:
(d) Cost estimates.t36 ESTABLISHMENT OF THE ECONOMIC  UNION
The socio-economic  situation  tn agriculture
1_52. I\ brief summary of developments  in European agriculture  shows
that between 7957 and 7965 the annual growth rate of production
was a steady 3.3%. The number of persons employed in agriculture
dropped from 20 million in L950 to 15 million in 1960 and will have
fallin to 10 million by 7970. Because  of this, labour productivity  has
been rising by 7% per year) i.e. more rapidly than in the economy as
a whole and in particular  more rapidly than in industry. As against
this, the annual growth rate of expenditure on foodstuffs, which was
3.6o/o between L960 and 1965, has slackened and will probably be no
mofe than 2.7o/o f.or the years L965-70. The proportion of agricultural
products in total expenditure on foodstuffs was 40% in 1950' but is
iending to decline; the annual rate at which expenditure on the agricul-
tural items in this total rose in 7960-65  was 2,5o/o, but it is estimated
that it will be no more than 1..9o/o for the yearc 1965'70. In conclusion,
it can be seen that fewer people are producing more goods, and that
the growth rate of production  is higher than that of demand.  The
contribution  made by domestic production to Community  supplies  varies
enormously from product to product. The Community  is al-t:eady more
than self-sufficient  in some commodities,  notably milk and milk products,
sugar, and wheat other than durum; apples, peaches and tomatoes are
now being added to the list. This situation is creating serious problems
which must be dealt with as a matter of urgency, particularly since
they entail a heavy financial burden:
(a) In 7960,market support cost the Six a total of 500 million u.a';
(b) In 1967, if EAGGF expenditure is included, this amount increased
to 1,500 million u.a. for the six countries and in  1'968-69
expenditure for the guarantee section of the EAGGF alone will
reach 2,000 million u.a. This situation has developed  despite the
steady growth of government  expenditure to improve the structure
of production and marketing. Here too the figures are impressive:
in L960 the Six spent 850 million u.a. on these improvements;
by 7967 expenditure had soared to 1',900 million u.a.
Although there have been many improvements, notably in infra-
structure,  land improvement and drainage,  the main problem-the fact
that {arms are too small-remains.  This has become crucial in the last
twenty years or so, largely because of rapid advances in mechanization.
The vast sums which have been spent have done little or nothing to increase
the size of farms in step with new techniques.  In France, the averageCOMMON AGRICULTURAL  POLICY 1,37
size of farm has increased by only t ha in rwo and a half years; in
Germany, the same increase has taker 10 years. onry 170,000  farms,
a mere 3% of all farms in the community, have an area of 50 ha
or more.
The age pyramid is equally disturbing: i0% of a[ farmers are over
57 years of age.
since production structures are often outdated, farmers are forced to use highly intensive production methods to ensure a minimum
of income. But because of this they are unable to adapt to the market;
they must go on producing to maintain the minimum with which to
live. Economically, this means that the price and market machinery
cannot funcrion properly because of strucrural faults. A second, equally
seflous consequence is that farmers' incomes are lower than those of
the rest of the community and that the income gap has continued to
widen in the last few years. Because of this ilaiket situation and
the imbalance between supply and demand, price measrlres alone will
not be enough to improve incomes.
The aims of agricwhwral policy
153. The main aims set out in the Memorandum  are:
(a) To- help agriculture  to emerge from its underprivileged  position
and modernize  its structurel
(b) To enable farmers and their children to choose their place in
society more freely in the interests of the community in general
and oi agriculture in particular. This will be porribl. 6nly if
enough n-ew jobs are available in the various regions and if
vocational training given to young people is adeqirate. special
efforts will have to be made on behaf of the old.rt farmers,
especially where they are also the owners of their farnr, to make
it easier for them to give up farming. These efforts should take
the form of supplementary  payments, as compensation  for loss of
income, to farmers aged 55 or more, provided lhey make their land
available for the purposes pursued in the programme;
(c) To promote the establishment of such types of farm as would
ensure profitable  invesrmenr and full employment.  This will enable
farmers ro enjoy living conditions coiparable with those nowenjoyed by the rest of the community, as regards both standard
of living and social advantages;
(d) To ensure that, thanks to the price- mechanism' the market shall \-' 
*ork ,ror.nally again in the alricultural sector; this means that
""rp"i 
tfto"ld'"g"1"  be guided 6y demand and come from rational-
ized farrns;
(.)  To prevent price policy, which has considerable bearing on the
farrrier's ,t*rrd"rd of [uing, causing market distortion' It follows
from this that price incrJases *o"ld appear to be ruled out. in
the short term for those products where Structural surpluses extst,
"rra *in be possible only whtn (after due allowance  has been
-"a.  fot foieign trade) demand again -exceeds. supply' Price
;rr.r.ur., fo, oth'.. products will be possible only in so far as the
"-p;;;i." 
of demand makes it possible to contemplate  them;
(0  'fo adjust production to demand, making possible 
. a gradual
reducti,on in expenditure by the Guarantee  section of the EAGGF
sothat,after]'g80,netexpenditureshallnotexceedT50million
".".. 
Zsb million of this being absorbed by the milk sector'
138 ESTABLISHMENT OF THE ECONOMIC  UNION
Measures to be tak'en
154. Implementation  of the programme on the structufe of production
will be guided by the following principles:
(a)  The programme advocated
who must ParticiPate in
voluntary  basis;
must have the support of the farmers,
its implementation on an entirelY
(b) The programme  should therefore be fully adaptable to regional
and local conditions;
(c) The structural reform programme should be based on a Com-
munityconcept.Itwilluer.'thenationalauthoritiestoimplement
it, the'Comminity  institutions providing the constant co-ordination
which will be necessary.
Concrete measures dealing with the structure of production
obviously concern the agricultt"al to-munity first and foremost'
irt".r*.jf reform will lead-to a reduction in the agricultural  population'
ni ,rri, stage priority will be given to measLrfes which will enable
even farm owners to withdraw from agriculture'COMMON AGRICULTURAL  POLICY 739
For the 5 million people now working in agriculture who will
leave the land over the next ten years three typei of measures have
been proposed:
(a)  Measures to help those leaving agriculture irrespective of their age
(structural reform grants and scholarships);
(b)  Measures to help persons who are 55 and over and who wish
to give up farming (annual income equalization payments) ;
(c)  Measures to help those who want to take up another occupation
(readaptatio  n, training, job creation).
.  To help those who remain in agriculture, provision  has been made
for a series of measures  aimed at such points as modernizing the
structure of agriculture  and influencing the size of farms, which should
allow,the optimum combination  of the factors of production to employ
enough  workers for normal working hours and normal social conditions
(in the matter of holidays for example) to be possible. To achieve  this,
it is proposed that "production units" (PUs) should be created; these
should be of the minimum size required to achieve optimum economic
results.
The Memorandum gives examples of the size of farm necessary
for the main types of production; for grain and root crops a minimum
of 80 to 120ha; for rnilk, 40 to 60 cows; for beef, 150 to 200 cattle;
for chickens, 100,000 a year for eggs, 10,000 laying hens; for pigs,
450 to 500 animals. After !975, too, support may in certain circum-
stances be given to the production of specialized and quality products.
_In these production units, however, with their great specialization
on the production of one item, somerhing will have to be done to
offset market risks and to secure a normal distribution of the work
involved  (holidays, weekends, breaks).
It has therefore  been proposed that "modern agricultural enter-
prises", or MAEs, should be set up. These will make it possible to
balance the various factors of production  and will at the same time
allow those who work in them to enjoy satisfactory living conditions.
These modern agricultural enterprises  may, like the production units,
be created either by enlarging a single farm or by amalgamating
several farms.
If these ends are to be achieved, measures will have to be adopted
to steer developments  along the lines desired; these will cover:
(a)  Take-off grants for the MAEs;740  r:srABLlsHMEl{T  olr rHE ECoNoMlc  uNloN
(b) Investment aid at an average rcte of 30o/o (not applicable to
vehicles or livestock) (for PUs);
(c) Credits guaranteed under a special scheme (for MAEs and PUs
alike).
subsidies from the public purse are to be increasingly concentrat-
ed on the modern agricuitural  enterprises and production  units between
,-ro- nnd 1975, an{. thereafter  be ionfined to them entirely, for only
oi th"r" forms of farm will it be possible to achieve income levels and
a srandard of living comparable with those enjoyed in other sectors
-and 
this is one oithe aims of rhe common agricultural  policy.
In all this, the whole problem of the land and its ownership
will play an important role,- and so too will the mobility that will
b. n.ed.d when the relevant measures have to be put through' It will
therefore  be necessary to ensure that anything which limits the mobility
of real estate shall be eliminated'
'fhanks to measures to help those wishing to give up farming' a
considerable  arca of land will be made available for the purposes of
the programme. It will be used to enlarge the average size of farms
""a'*ifl 
also help to establish market equilibrium by allowing land
*tti.tr could be rrt.d fot other pulposes to be withdrawn  from agriculture'
It is estimated that some 5 million ha will be assigned to other uses over
u ,.rr-y.", period; some 3 to 4 million ha of this will be used for affor-
.rt"tiorr, th. remainder  being used for recreational  areas, as parks and
the like.
155. Among the other problems  which arise is that of adapting the
supply o{ farm products to market requirements'
Farmers should be encouraged to bulk supplies,  adjust quality to
demand and quantity to outlets; in this way they will be able to influence
prices.
'Ihe European producr councils which will be established with
this end in view oogit .o.rr.quen4y to be given a wide _range of tasks
to perform: market intelligence, information on sales prospects'
.orriirion, for marketing prodoce, publicity campaigns,. liaison between
prodncers,  groupings and-dealers'  and processors' purchasing otganiza'
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rfith the aid of these councils, rhen, farmers will be able to
assume mofe. responsibility  within their groupings for producrion,
marketing and price formation.
Cost estimates
156. The Commission  points out that, at this stage, any attempr ro
assess the cost of such measures is unavoidably shroud.d ir, .rrr..rt"irrry.
Assuming, however,  that all the measures advocated are introduced
on the conditions set out in the Memorandum,  the Commission
estimates average annual expenditure over the years 1970-g0  as
follows:
Structural measures: 2,500 million u.a.;
Job creation: 2,000 million u.a.;
Social Fund (vocational retraining): 480 million u.a.
(a)
(b)
(c)
(b)
.  Jh. community and the Member states will share responsibility
tor the cost of srructural  measures and expenditure by ihe Social
Fund. The Community  itself will be responsibli fon
(a) 50% of the cost of social measures and expenditure  associated
with reducing  the area farmed;
50% of the cost of measures to improve production structures;
30% of the cost of measures to improve marketing structures.
Me dium-terrn, lne dsures f or u ariows
agricubwral mark-ets
The milb market
15_7. To_remedy the alarmi'g situation on the milk market, the com-
mission  has proposed  the following  measures:
(a) Special campaigns to increase sales of butter:142  ESTABLISHMENT oF THE ECoNoMlc  UNIoN
(b) A general and appreciable reduction in the price of butter,
coupled with a revision of the values of the non-fat components
of milk;
(c) An increase of 250,000 in the number of dairy cows ro be slaughtered
in 1969 and again in 1'970, so as to speed up the current structural
adjustment  in milk production;
(d) A production subsidy for specified grades of beef and veal during
1.969 and 7970,
However, the problem of surpluses  cannot be solved otherwise
than by a set of measures that must be adopted as a whole and fitted
into a reform programme which lays down when and where they
shall apply.
'fhe measures referred to above will not be enough to reduce the
Community's stock of dairy cows sufficiently to the level at which
a lasting balance can be established between supply and demand.
Special measures  have therefore been proposed as part of the plan to
t.fot* the structure of agricultural  production; they would reduce the
number of dairy cows by about 3 million in five years.
The sugar market
158. Apart from the price measures and the 5% reduction in basic
quotas put forward as part of the price proposals, the Commission
h"t utgg.tt.d that, in order to adjust the guaranteed quantum gradually
to the quantity required for human consumption, the quantum  should
remain unchanged at 6,352,500 tons so long as consumption  does not
exceed that amount, after which it would be fixed at a level matching
consumpfion.
The frttit and uegetables mark'et
159. 'lo deal with the difficulties caused by the fact that production is
expanding faster than consumption, especially in the case of apples, pears
and peaches,  and that there are seasonal surpluses of certain types of fruitCOMMON AGRICULTURAL  POLICY  143
and vegetables, the commission intends to propose to the council certain
measures which would have the following effects:
(a) Supply should be influenced  by a ceiling on the quantities  produced
or marketed;
(b) The conditions of intervention  should be unified;
(c) Products of a satisfactory quality would be withdrawn  from the
market less frequently  ;
(d) There would be a number of possible uses for products withdrawn
from the market, so that they need not be desiroved.
Tbe oils and fats marlzet
160. To deal with the difficulties which have arisen in the oils and fats
sector, the commission has proposed that an international agreement
on oils and fats should be concluded with a view to stabilizing the
world market; this agreement would be based on the ideas put forward
by the Community during the Kennedy Round of trade negotiations.
As, however, experience shows that negotiations of this sort take time,
the following  measures would meanwhile have to be adopted:
(")  The introduction of a charge on certain products, notably those
processed from oilseeds and oleaginous  fruit. The charge would
be levied on both imported and Community  products and should
apply not only to vegetable and marine oils and fats but also
to oil-cakes and competing products such as fish meal;
(b) The payment of financial compensation to the AASM and the
OCT to ensure that their earnings from these exports are adequare.
The fixing of prices lor agricultural prodwcts for the
1969/70 marketing year
161. In accordance  with the caurious  price policy called for by the
supply situation in farm products and put forward in the Memorandum,
the commission has proposed to the council that agricultural prices
for the 1969/70 marketing year be fixed as follows:744  r.srABLrsHMENT oF THE ECONOMIC  uNroN
TABLE  9
Proposed prices for the 1969/70  marketing year
u. a./ton(Ll
Durum uheat
'Wheat other
than durum
Barley
Maize
Rye
Type of price
Target  price
Basic intervention price
Minimum price (wholesale)
guaranteed to producer
Target  price
Basic intervention price
Target price
Basic intervention price
Target  price
Target  price
Basic intervention price
Price fixed
fnr  Prnnnced
precedng  pnce
year  l
125.00
1.t7.50
145.00
106.25
98.75
94.44
87.97
94.94
97.50
91.00
1,25.00
1,I7.50
145.00
L05.25
97.75
94.44
86.98
94.94
97.50
90.00
Rice
Beef and ueal
Oilseeds
t*
I 
r arger pnce I 
trr.to 
I
189.70
Minimum beet price
Price for "halflean"  beet
Target price for white sugar
[ntervention price for white sugar
Target price for milk
Intervention price for:
butter
skim milk powder
cheese: Grana padano
Patmesan
Direct aid for skim milk:
powder
liquid
Guide price for mature cattle
(live weight)
Guide price for calves
(live weight)
t7.00
10.00
223.50
2t2.30
103.00
1,735.00
41,2.50
1,,248.00
1,488.00
82.50
15.00
1,6.00
9.00
221.70
2L1,.70
103.00
1,1 10.00
71-2.50
r,428.00
1,668.00
382.s0
42.50
Target price
Basic intervention price
680.00
915.00
202.50
196.50
580.00
915.00
197.50
191.50
(t) ^fhe 7968/69 prices  for olive  oil and pigmeat  were fixed by the Council on 30 October 1968 (Pan E).COMMON AGRICULTURAL POLICY I45
The following  price changes can be seen from this table:
(a) All target prices for cereals remain unchanged, while the inter-
vention prices for barley, rye and wheat other than durum have
been reduced because of the difficulties encountered in marketing
grain harvested in the Community;
(b) Both sugar beet prices have been reduced by t u.a./ton because
of structural  surpluses on the market;
(c) The price changes for milk products-only the target price
remains the same--take into account the new measures proposed
to balance the milk market;
(d) It is not proposed to increase beef and veal prices, but arrangements
have been made for a fattening subsidy of. 10 u.a./I00 kg live
weight for specified grades;
(e) Lower oilseed prices are proposed to allow for the competition
from other oils and the sharp increase in production.
In the L969/70 marketing  year, these price proposals can be
expected to add 612 million u.a. to the sum spent on intervention by
the Guarantee  Section of the EAGGF, but to reduce export refunds by
some 60 million u.a.
Report concerning  the policies on the strwctwre of
agricuhure followed by Community  countries
762. The Commission  submitted its first report on structures at the
same time as the Memorandum.  It contains:
(a) A table showing the situation with regard to structures and the
policies on the structure of agriculture  followed by the Member
States, together with an inventory of measures  adopted under
these policies;
(b) A study on the nature, geographical  breakdown and scale of
these measures, on the meinslt"d to finance them, and on their
effectiveness in the light of the aims of the common  agricultural
policy and the long-term  marketing possibilities which can be
forecast for farm products;
(c) Information  on the co-ordination of policies on the structure  of
agriculture at Community  level.1,46 ESTABLISHI!{ENT OF THE ECONOMIC  UNION
Report on the state of agricuhure and of the
agricultural mark-ets
153. This report outlines the economic situation of agriculture  and devel-
opments on the markets for various agricultural products.  The 1968
version is not in the definitive form which the Commission intends
this report to take, because the information to be provided by the
farm accounts network is not yet to hand. Although, too, the
weaknesses  of the statistics available  sometimes  make it much more
difficult to compare results between Member States, the present
report does provide an adequate  amount of information on the state
of agriculture and notably on the elements serving as a basis for fixing
prices. In addition to a section on general economic items of impor-
tance for agriculture (production, consumption,  price, labour produc-
tivity, foreign trade, incomes in farming), there are sections on the way
various agricultural markets have been developing and a note on the
general problems of market policy and prices (level of protection in
trade with non-member countries, assistance from EAGGF for yarious
agricultural products, and the tax trearment of agricultural  products).(1)
MEASURES AFFECTING THE STRUCTURE OF THE AGRICULTURAL
POPULATION
L64. With a view to supplementing  action taken by the European  Social
Fund and thus helping toward the qualitative and quanritative adjustment
of the agricultural labour force, the Commission put forward in 1965
two proposals rvhich haye since been under examination  by an ad boc
committee of the Council. The first of these proposals  concerns
Community  grants toward the vocational retraining of farmers wishing
to change their occupation within agriculture. The ad hoc committee
has now cornpleted its examination of this drafr regulation. It has
also examined the second of the Commission's  proposals, a draft
Council regulation concerning Community grants to promote the
training of advisers who would staff information  services for far-
mers wishing to change their job and help them in the choice of their
future occupation.
(1) The commentaries on economic trends in agriculrure,  which used to be included  in
the General Reports, will henceforward  be published in full in the above report.COMMON AGRICULTURAL  POLICY 747
As regards the possibilities of setting up as a farmer, a detailed
comparativ; study has been made of conditions in the various countries,
including an analysis of the measures taken by each Member State
a.rd a co-parison of these measures with the requirements  of structural
policy in agriculture.
Independent experrs have made a study of land tenure, including
comparison of the relevant law and of court practice_ in this field.
This is to serve as a basis for the introduction of such adjustments
as may be found necessary for structural improvement.
Given that the faster pace of structural change in agriculture
and the rapid change in both the techniques and_ the--economics  of
farming demand rt.idily increasing knowledge  and skills on the part
of farriers holding  posts of responsibility,  a study has been put in hand
at Community  level to work out projections of the relevant requiremelts
in agriculture and related acti;ities. This study will help toward  a
bettJr re-orientation of agricultural teaching as part of a policy of
structural improvement. To the same end, a questionnaire  on vocational
training in agriculture has been sent to Member states; the purpose
was, first, to obtain a description of the situation as it is at present,
and-secondly,  to arrive at an estimate of requirements' with a view to
assessing,  analysing  and comparing the present situation as well as
national medium-term and long-term plans and progfammes'  so as to see'
in the context of future developments,  \'hat practical measures might
be taken, at national or Community  level, to help meet the needs
brought to light by the questionnaire.
In the field of agricultural  extension  advisory services, studies  have
been proceeding along two lines: first, the problems involved in
implementing poli.i.t of structural change in agriculture-  and.the role
of 
"duirory t!tul..t in this context'  and secondly, the problems  involved
in marketing. Common  objectives have been defined in discussions
with goverri-..rt  experts' and the Commission is soon to submit
proposals to the Council.
165. The Commission, working on rhe basis oflArticle 4L of the EEC
Treaty, is pursuing its endeavours to co-ordinaie agricultural research
throughout the Community.  (1)
(t) First General Report (1967),  sec' 369.148  ESTABLISHMENT oF THE EcoNoMIC  uNIoN
It has submitted to the council a proposal for a reguration  that
would establish  a common,policy in the fisheries secror; ihe proposal
covers the measures that will be needed in order to co-ordinate-research
policy in this industry.
The research laborarories and institutes  invorved in the joint
research programme on African swine fever have continued  iheir
research work in this field; the results should lead to the definition
of. a differential diagnosis  of this disease, in line with the purposes  of
this common research prog(amme.
rn 1969, thanks to a one-year extension of the joint research
programme approved by the council, research will be concentrated
on perfecting  methods of vaccination.
In application of the decision contained in council Reeulation
No. 349168 of. 27 March 7968, the Italian Government traismitted
to the commission  a research programme which will fit into the
common research  programme and be undertaken in 796g/69.
COMMUNITY  PROGRAMMES
1'66..During the period _covered by this Reporr, the council gave
careful consideration to the proposals, submirtid to it by the commis-
sion in June 1.967, concerning community programmes in connection
with the Guidance section of the European Agricultural  Guidance and
Guarantee Fund. At its meeting of. 22 
^nd 
Z3 January 1,95g, the
council_ accepted the principle that the community  programmes
should be applied for an initial three-year period'(ge{-zo).  rt
the same time, rhe council instructed the Speciai commiitee on Agri-
culture to- investigate these questions furthir. The Special committee
on Agriculture  accordingly set up a working party, which held meetings
on these quesrions  between the end of-February  and the end of
september 1968. The meetings revealed that the representatives of
Member states held divergent  views on a great man-y problems. so
that those community programmes which required finance from the
Fund could none rhe less be initiated in r969,the commission on 12 JuIy 1958 submitted to the council a working paper providing for a
simplification  of the programmes.  The chief point of th. p"roposed
simplification  was to give up the aftempt to achieve a precise definition
of certain criteria of scale and of the areas in which the main effort
was to be concentrated. The working party studied the proposals atCOMMON AGRICULTURAL  POLICY 149
meetings held late in July and early in September and reached
agreement on them, apart from a few general points held over to
be decided by the Special Committee or the Council itself.
In March and April 1958 the European  Parliament and the
Economic and Social Committee  gave their Opinion on the program-
mes. Both are in principle in favour of them, and consider that they
could lead to progress in the Communities'  structural policy.
The Council returned to the question of the Community  pro-
grammes at its meeting of. 23 and 24 September  1958. Pending
receipt of the Commission's  memorandum  concerning policy on the
structure of agriculture, and because both the Commission  and
Member Governments had received such a large number of requests
for grants to be made in 7969 by the Guidance Section of the
European  Agricultural  Guidance  and Guarantee Fund, the Council was
unable to reach the decision that implementation of the programmes
should begin in 1959.
rH E F u N c r' 
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Common organization of the grain market
167. Experience during the marketing year 1967/68, which was the first
during which the single grain price was applied, led to certain changes
being made in the rules for 1968/69. Additional regulations had to
be adopted in the light of requirements which became apparent
at the beginning of this second  year.
The measures adopted to cope with the heavy increase in inter-
vention expenditure made necessary by the exceptionally abundant
harvests both of common wheat and of barley included  decisions
authorizing France to take special intervention  measures  and instituting
compensation payments,  applicable throughout the Community,  for
stocks of common wheat and of bread rye left over at the end of the
1967/68  marketing year. So as not to cause a rise in sales to intervention
agencies in 1968/69, the bonuses and deductions applicable on inter-
vention were readjusted in the light of market conditions. In fixing
the derived intervention prices for L968/69, due allowance was made150  ESTABLISHMENT OF THE ECONOMIC  UNION
for the intervening rise in the price of feed grains as well as for
changes in transport costs. For certain regions of the Community,
furthermore, the derived intervention prices for both durum and common
wheat were recalculated on a different basis, so as to make it easier
to sell these types of grain.
No change was made in the number of marketing centres fixed
for the previous  marketing year nor in the monthly schedules,  since
experience during the first few months of the common  organization
did not warrant any modification.
168. Management  of the Community  market in grains was associated,
in 1968, with good sales to non-member  countries of surplus crops
which, for quantitative or qualitative reasons, found no outlet on the
Community's internal market.
During the first half of  1968 a new regulation on denaturing
was prepared, the purpose of which is to facilitate denaturing operations
by the incorporation of common wheat into animal feed and to har-
monize methods of denaturing by the addition of colouring  matter.
In the early months of the 1968/69 marketing year, certain
waivers were made of  existing regulations on intervention  and
denaturing,  with a view to mitigating the difficulties  due to exceptionally
unfavourable weather conditions in certain regions of the Community.
Thanks to the policy followed on refunds before 31. July L968,
when the 1957/68 year closed, it  was possible without too much
trouble, except for some difficulties with barley, to dispose of such
exportable  surpluses from the L967 harvest as were on the market.
The measures taken to facilitate exports included:
(a) Prolongation of the validity of certificates issued for export to
state-trading  countries I
(b) Arrangements for cancellation of export certificates issued in
connection with a call for tender made by a non-member country
and followed by rejection of the exporter's tender;
(c)  Greater diversificatiotr of refunds according  to destination.
The International Grains Arrangement, which came into force on
1 July 1,968, may make it more difficult to export common wheat,
because of the undertaking  and the will to keep the amount ofCOMMON  AGRICULTURAL  POLICY 151
refunds down to a level compatible with the minimurn  prr'ce envisaged
in this agreement. This has encouraged  the practice of denaturing  as
well as exports of denatured wheat and wheat for feed, especially  as
there are particularly heavy surpluses of common wheat from the 1968
harvesf, and its quality was inferior to the exceptionally  good haryesr
of. a year earlier.
Finally, in order to facilitate trade in denatured common wheat
within the Community, the subsidies on feed grains of Community
origin sold to Italy were extended to cover also denatured common
wheat of Community origin sold to that member country.
In the course of the first half of  L968, many regulations
concerning  the industrial processing of grains were revised and im-
proved, the aim being to align them more closely on actual conditions and
to simplify  them as far as possible. New developments to be mentioned
in this context include the introduction of a standard levy based
on the levy applicable to the original product, the revision of the
criteria governing export refunds tor certain milled products as well as
of compound  food products, and advances on refunds to producers
for certain starchy products. These changes evoked a favourable
response from the sector concerned, and generally  speaking exports
expanded in the steady and orderly fashion intended by those who
advocated a policy of promoting  the export of grains in processed form.
Common organization of the rice market
159. The period 1 January to 31 August 1968 was part of the marketing
year which started on 1 September L967-the first since the introduction
of common prices for rice.
Business  was rather slack at the beginning of 1,967/68, no doubt
as a reaction of traders to the new system. It was not until the early
months of. 1,968 that the market began to feel the combined effect of
exceptionally good harvests in France and Italy and of the stocks built
up before the end of the transitional period. It was, therefore, only at
the beginning  of the year that the mechanism of the Community's  mar-
ket management was really put to the test and that it became clear what
measures  had to be taken at once and what others would have to be
introduced for the year which began on 1 September 1968.152  ISTABLISHMENI  oF THE ECONOMIC  UNION
In view of the large supplies both from the new crop and from
stocks carried forward, of a sluggish  market and of low wodd prices,
the Commission had to facilitate the expansion of exports that proved
to be necessary; this it did by pursuing a policy of export refunds ad-
justed to price levels on domestic and world markets; before making
these adjustments the Commission  consulted the Management  Com-
mittee for Cereals, which met every week.
These refunds applied to husked and milled rice, but not to
paddy, which to all intents and purposes is not internationally traded,
nor to broken rice, which commands  a higher price on world markets
than in Europe and of which the Community  does not produce enough
for its own needs.
To make the market for Community-grown rice more flexible, it
was felt that for the marketing  year beginning 1 September  7968
the span between the target price of the northern  regions and the inter-
vention price of the rice-producing ones should be widened. '!7hile,
therefore, the intervention prices for rice were raised with a view to
maintaining balance between  rice and other cereals, they were raised
only a little and in any case less than the target price. Furthermore,
the intervention  prices applicable in the various producer regions
were unified; this meant that the rice grown in these regions was in a
better competitive position on the whole Community market.
The Commission adopted measures raising the quality standards
of rice eligible for purchase by intervention agencies, so as to bring
intervention standards closer to trade standards and to avoid useless
intervention  purchases.
In implementation of the Yaoundd Convention, the Council issued
a regulation by which the import levy on rice and brokens from the
Associated African States and Madagascar  as well as from the Overseas
Countries and Territories  was reduced until3l Mav 1,969.
Common orgdnization ol the mark-et in pigmeat
170. No major difficulties were encountered  in working the common
market organization for pigmeat. Trade within the Community  and
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A temporary easing of prices developed at the end of 1967 and
early in 1968, when supply was rather abundant in relation to demand.
This led the Commission to take steps to promote exports of pigmeat
products; the measures  taken included special refunds for exports
of carcases to certain destinations  (Poland, Greece, Portugal and
Vietnam),  as well as an increase in the refunds for exports of lard, of
which very large stocks had accumulated  and were threatening  to depress
the market for pigmeat.
Since prices not only remained weak but, in rhe spring, even fell
below the basic price, the Commission decided in April 1'968 that
intervention purchases  should be made by the intervention  agencies.
These purchases went on until 10 August 1968. A single purchase
price was fixed for the whole of the Community.
Special and temporary measures were taken to deal with certain
difficulties on the market in France after the events of May 1968 (an
import levy on French imports of pork from any other country). Because
of some renewed outbreaks of swine fever in Italy, the Commission
decided, by virtueof Article20of Regulation No.12I/67/CEE,  to make
special arrangements for Italy to be allowed to include in its intervention
purchases  pigmeat of category C in the Community  classification.  These
measures made an appreciable  contribution to price support.
When coarse grain prices were raised on 1August 1968, the basic
price of pigmeat was also adjusted  upward. Imports from non-member
countties, or rather their free-to-EEC-frontier prices, are kept under
constant observation,  to make sure that they are not below the sluicegate
price and that additional amounts are levied where appropriate. By
virtue of Article t3(2), of Regulation No. t21/67/CEE, the Commission
decided not to levy the additional amount on certain products imported
from Hungary, Poland and Austria, as these countries had committed
themselves  not to underbid the sluicegate price.
Export refunds were continuously adjusted to the market situation,
so as to safeguard the Community's  share in world trade in pigmeat.
Under a decision taken by the Commission after consultation  of
the Management Committee for Pigmeat, Class B pig carcasses bought
by the intervention  agencies in the spring were put on sale frorn October
1968 at a fixed price of DM310 per 1,00 kg or its equivalent in the
other currencies. Towards the end of November, the Class B carcasses
still in stock in Germany and Italy were offered for sale by tender.I54  ESTABLTSHMENT  oF T'HE EcoNoMrc uNroN
As in Italy these carcasses  were not disposed of in this way either, they
and others of Class C still in stock were sold at reduced prices.
Common arganization of the market in beef and ueal
171. The outstanding event during the period under consideration was
that the regulation  establishing a common  organization  of the market
in beef and veal came into force on 29 July 1968.(r) The basic
regulation was followed by a lvhole series of implementing  regulations
issued by the Council and the Commission to ger the common
organization under way. The date for the introduction  o{ single prices
for beef and veal had originally  been fixed for 1 April 1968, but the
necessary provisions to this end were not ready in time, so that it
became necessary to make transitional  arrangements  prolonging until
28 July 1968 the price and trading system that was to apply until
31 March 1968-except for the guide price, which was raised on
1 April.
As the level of guide prices laid down for 1.967/68  had encouraged
the production and consumption of beef and veal, and as it  was
important, in the light of the situation of the market for dairy
products, that the production  and consumption  of meat should
continue to expand, the Council raised the guide prices for 1968/69
to 68.00 u.a. per 100 kg live weight for beef and 91.50 u.a. for veal.
The Community's  deficit in frozen meat for processing  into
products other than corned beef was fixed at 37,000 tons in the
Council's projections for the period 29 July to 31 December 1968.
In September  1,968 the Commission adopted  a decision concerning
the application  of the intervention  measures in Germany, and this was
followed in October by a similar decision for France. The latter was
extended to the whole of the Community, following a considerable
decline of prices on representative markets in the Community.  Accord-
ing to Council Regulation (EEC) No. 805/58, intervenrion measures
may be taken when the market price in the Community  is below
98% of the guide price and in at least one region of the Community
less than 93% of. the guide price; such intervention measures become
(1) Regulation  (EEC) No. 805/68, Ollicial gazetta No. L t48,28 June 1968.COMMON AGRICULTURAL  POLICY 1.t5
obligatory  when the market price in the Community  as a whole is
less than 93oh of the guide price.
A number of other measures were taken in L968, including the
following:
(a) A supplementary  tariff quota of. 22,000 tons of frozen meat
for piocessing was opened for the period 5-30 April 1968, and
entirely distributed  among member countries I
(b) special facilities were arranged for imporrs of beef for processing
from Denmark under the bilateral agreement between  the Com-
munity and that country' which renounced its negotiating  rights
under GATT flor certain Products.
Common organization of the market in eggs and poultry
172. The establishmenr of  a single marker without barriers to
internal trade in eggs, egg products and poultry' on the basis of
Regulations  Nos. tl1teZ and 123/67, certainly helped the growth of
intia-Community trade in these products. At the same time, there
has been a tendlency for prices to come into line, both at producer
level and at the retail stage. These developments  will doubtless bring
into sharper focus the structural contrasts between  member nations in
both proluction  and trade. Consequenrly, the more rapid progress
already made in the process of structural  change and reorientation
in earlier years gathered further speed.
Unlike intra-Community trade, trade with non-member counrries
flagged. y/ith the degree of self-sufficiency in the community  rising
in the course of the year, the need to import from non-member
countries  declined. An exception  was provided by the egg sector, where
supplies of community origin were slightly down_at the-end of the
yeai; this dip should however be seen against, the background of
cyclical swings in production. Certain non-member  countries attrib-
uted the decline in imports of poultrymeat to the application of
sluicegate  prices, import levies and export refunds under the ruling
,yrt.ri. During the period under review this situation was examined
"i Cett  by a group of experts seeking a solution to the problems
raised by the shrinkage of international trade. The community was
represenied  by the Commission,  and its contribution  to the solutionT56  ESTABLISHMEN.I.  oF THE EcoNoMIC  UNION
of these problems was a reduction in the level of both sluicegare
prices and import levies for several items in this sector,
Another development  worth noting is the agreement with Poland,
by which that country undertook ro conform to the sluicegate prices
for its exports of chicken, goose and duck, while the Community
agreed not to apply any surcharge to imports of these items.
In October  1,968 the Council, on a proposal of the Commission,
adopted a regulation concerning standards of quality and weight for
shell eggs. These standards will be applied in L969, and will unify
the trade grades of quality and size throughout  the Community; at
the same time, producers and consumers  alike will be better informed
on the formation and movement  of the prices at which they sell or buy.
Common organization of tbe mark"et in milk and milk"
products
L73. In the milk sector, the common organization  of the market came
into force in 7968.It was found that a number o{ special provisions,
dealing in particular with the system of prices and intervention, wete
needed if the problems of market imbalance and of the steadily growing
surpluses of butter and skim milk powder were to be solved. Given
the importance  and complexity of the matter, it proved impossible to
adopt the Commission's proposed regulations,  as had originally been
intended, before 1 April 1968, in time for the new marketing  year.
They were adopted on27 June, to rake effect on 29 July.
Prior to that date, a certain number of transitional  provisions had,
therefore, to be introduced in order to prolong the existing sysrem,
with due allowance for current developments  in the situation. These
measures concerned  either the domestic market in member countries,
the trade agreements concluded with certain counrries, or the dis-
posal of buffer surpluses,  and also changes made  necess ary by the reform
of turnover fax introduced in France and in Germany on 1 January 1968,
Council Regulation (EEC) No. 804/68 on the common organizarion
of the market in milk and milk products(l) established a common
system of prices, intervention and trade. In July and August this
regulation was followed by a whole series of implementing  regulations
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issued by the Council and the Commission.  The Council fixed the
following prices for the 1968/69 marketing year:
(^) Milk delivered fuee dairy: a tatget price of 10.30 u.a. per 100 kg;
(b) Skim milk powder: an intervention  price of. 41,.25 u.a. per 100 kg;
(c) Butter: an intervention  price of 173.50 u.a. per 100 kg.
It should be made clear that, even though a common intervention
price has been fixed by the Council, the prices actually paid for
butter by intervention  agencies in different member countries will none
the less differ because of the dilfercnt tax systens and rates and oI
the price adjustments provided for in the regulations. These adjustments
concern the intervention price for butter in four Member States
and the intervention price for powdered  skim milk in three Member
States. Allowance is made for them in intra-Community  trade and in
trade with non-member countries.
The intervention  system was extended to cover Grana padano
and Parmigiano-Reggiano  cheese, and subsidies were introduced for
milk powder to be used for animal feed as well as for milk to be used
in the manufacture of casein.
The present market organization is to be rounded off by a common
system for fresh milk, which is to come into force not later than
1 January 7970. ln the neantime, transitional  arrangements  for trade
in fresh milk within the Community are to be introduced with effect
from 1 January  1,969.
In accordance  with resolutions  adopted by the Council, general
rules will also be issued indicating the measures to be taken for the
disposal of surplus butter stocks by special sales, and for the disposal
of skim milk surpluses. These provisions should widen the scope of
the transitional operations already in hand and should help the market
to recover.
1.74. Genenlly speaking, the entry into force of the common market
organization  did not give rise to any major difficulties, in spite of the
great adjustment effort it requires from the industries  concerned.
There were some temporary troubles in two countries on the market
{or certain cheeses, and in one case on that for whole milk powder,
and these were dealt with by decisions of the Council and the
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The situation on the world market for dairy products deteriorated
further in comparison with the preceding  year. The prices at which
butter is marketed fell to 30 u.a. per 100 kg and sometimes even
below. The prices for skim milk powder were under such pressure
that in mid-year they barely reached 10 u.a. per 100 kg; here too they
sometimes  even fell short of that price. Since then prices have been
rising as a result of the Community's lowering its export refunds for
milk when the common market organization  came into force on
29 July 1.968.
Common organization ol the mark-et in fruit and uegetables
L75. On 1 July 1968 the customs union became effective for all
products in the fruit and vegetable sector that were not already
within the system. For the rest, action was taken along three lines to
make sure that the common organization of the market functioned
properly; it was concerned with standardization,  with the application
of Regulation No. L59/66/CEE  and with the application of those rules
of Regulation No. 23 which deal with imports from non-member
countries.
On standardization, the Council fixed 1 January 1.969 as the date
when common  quality standards were to be applied in intra-Community
trade to such fruits and vegetables  as were not already subject to
such standards,(r) and issued a regulation defining an additional
quality class (category III) for lettuces, endives, onions, apricots,
chicory (bleached), carrots, cherries, strawberries and asparagus.
As regards application of  Regulation No. 159/66/CEE,  the
Commission continued its examination of the measures taken by Member
States to set up machinery for intervention and for the establishment
and working of producer organizations. The Commission furthermore
submitted to the Council a proposed regulation on the repayment of
any aid accorded to producer organizations by the Member States.
The system applicable  to imports form non-member countries has
worked without major difficulties. Reference prices were fixed for
tomatoes, plums, pe4ches, cherries, grapes, lemons, pears, apples,
tangerines, clementines, satsumas,  wilkings and sweet oranges.
(r) First General Report (1967), sec, 1.27COMMON AGRICULTURAL  POLICY r59
176. ln implementation of Regulation No. 159/66ICEE  the Council
fixed the basic prices and the buying-in prices applicable for the
1968/69 marketing season to cauliflowers, tomatoes,  sweet oranges'
tangerines,  lenrons, dessert grapes,  peaches, apples and dessert pears.
Belgium  and the Netherlands fixed their national  buying-in prices at the
level laid down by the Council; France and Italy, on the other hand,
fixed theirs in many cases at a higher level.
Intervention on the market actually occurred in Belgium,  France,
Italy and the Netherlands, but not in Germany or Luxembourg.
Common organization of the market in fats and oils
Oilseeds
177. At the end of the marketing year 1'967/68 it was found that the
Community's  record crop of rapeseed had been entirely sold, even
though there were large surpluses of other European countries for
which the Community was virtually the only possible market. This
was achieved by a large increase in the level of support for rapeseed
during the year, to keep in line with developments on the world
market.
In the same year Italian oil mills experienced some difficulties,
largely because rape oil produced in France from home-grown seed
reached the Italian market at a price lower than the cost to Italian
mills of producing  similar oil from seed purchased in the Community,
especially in France, or imported from non-member countries. To
mitigate these difficulties,  the Council decided that for 1968/69 it would
increase the supplementary support it had introduced at the end of
1,967 f.or rape and colza seeds processed  in Italy.
178. The whole oilseed crushing industry of the Community con-
tinued in 1.968 to experience  the same difficulties which had already
occurred in 1.967. Especially during the first half of the year, oil
prices again gave way without, however, taking the prices of seed
*ith the-. This situation and, more especially,  the large imports of
sunflower-seed  oil which had already led the Commission to apply a
compensatory  levy on imports from Rumania, Bulgaria and the USSR,
in 1968 forced the Commission not only to increase this levy but to
extend it to imports from Hungary and Yugoslavia. For the same1,60 ESTABLISHMENT OF THE ECONOMIC  UNION
reasons a compensatory amount  was levied on castor oils from Brazil
from the end of 1968.
For the second marketing year under the common organization
of the market, a number of regulations were altered in the light of the
experience gained in the first year. The method of advance determin-
ation of subsidies was altered and lengthened from two to three
months; the new method  takes account of supplies for forward delivery.
The reference centre for the basic intervention price was altered to
Genoa; this change, together with changes in tr4nsport costs, has led
to an adjustment in the derived intervenrion prices. Finally, the
coefficients of equivalence for colza and rapeseed were altered, with
the intent of adjusting them to the grades traded on the world marker.
Oliue oil
1,79. \lith  production  soaring ro about 600,000 tons during the
1.967/68 marketing  year, prices for all qualities of olive oil fell below
the previous year's level. Since April, the Italian producer price for
the standard grade has been just below the inrervention  price. In spite
of these low prices consumption does nor seem to be picking up,
largely because of a shift in the ratio of olive oil/seed oil prices in
favour of the latter oils.
Given these market developments, large stocks are likely to be
carried over at the end of the second year under the common
organization,  and 15,000 tons have already been bought by the
intervention agencies. In these circumstances  the Council, acting on a
proposal from the Commission,  decided to lower the target market
prices for 1968/69, as well as the intervenrion and the threshold
prices, mainly in order to redress the balance  between the price of
olive oil and that of seed oil.
The surpluses weighing on the internal market led the Commission
to institute export refunds from the end of the first quarter ol 1968;
in the light o{ preliminary experience, the Commission from July
onward changed the method of fixing the re{unds, so as to adapt the
system more closely to the actual situation.
As regards subsidies to producers, the system established in the
previous year entered into force on 1 January 1968. Member States have
the choice of two mefhods of subsidizing producers:  either by meansCOMMON AGRICULTURAL  POLICY
of a cash payment or by means of exemption from the levy on
future imports of olive oil.
At the staft of the third year under the common organization,
some changes were introduced in the light of experience  during the
two preceding  years. The changes concerned  determination of the cif
price and the free-at-frontier price of unrefined oil, as well as the
coefficients  of equivalence.
Late in December  1968 the Council,  acting on a proposal from the
Commission,  made certain amendments to Regulation  No. [36/66/CEE;
one of these called for the advance fixing of the impom levy and of the
export refund on olive oil.
Common organization of the mark-et in sugar
180. On 1 July 7968 a common market organization came into force
in the sugar sector, with single prices for sugar, sugarbeet and
molasses.(1) The provisions cover prices and foteign ftade, and include
transitional arrangements by which price guarantees are limited to
specified quantities of sugar for the years 1968/69 to L974/75. The
provisions  are applicable to sugar cane, cane sugar and certain other
sugars and syrups.
In addition to a target price and an intervention price for
refined sugar and a minimum price for sugarbeet, derived intervention
prices have been {ixed for Italy and for the French overseas departments
at levels which will make it possible for sugar {rom rhe Comntunity
regions with a surplus to be sold to Italy, and raw cane sugar from the
French overseas departments in the metropolitan  areas of the
Community.
The Community's external trade in the products concerned has
been liberalized,  the only measures applied being a levy on imports
and a refund on exports. Export refunds may be made by a tendering
procedure. In the light of the surpluses in the Community,  subsidies
may be paid to producers for sugar used in the manulacfure of certaiu
chemicals,  as well as denaturing  premiums for sugar used as animal
feed.
(1) Council Regulation No. 7003/57/CEE, Official gazette  No. 308, 18 December 1967.162  ESTABLTSHMENT  oF THE EcoNoMrc UNIoN
Under the transitional  arrangements, the intervention price for
sugar and the minimum price for sugarbeet  are guaranteed only for
a certain quantum determined for the whole Community.  This
quantum was fixed at 6,594,000 tons. A basic quota has been fixed
for each Member State, and this is distributed by the allocation of
basic quotas to each factory or sugar-producing enterprise. The basic
quotas add up to 6,480,000  tons.
Marketing costs for sugar quanrities in the range between 100%
and 135% of the basic quota and in excess of the total quantum
have to be borne by factories and the growers of sugarbeet and cane.
To this end, a levy has to be paid by factories for any quantities in
excess of their basic quotas. However, the factories are entitled to
require the sellers of beet or cane to reimburse them within certain
limits; the levy itself must nor exceed a specified maximum. \X/ithin
the 135% ceiling, this limitation of the levy payable by producers
guarantees  beet growers a price of at least 10 u.a. per ton of beet
used for the production of sugar in excess of the basic quota.
181. Before 1 July 1968, the Community  had a common market organ-
ization involving different price levels and certain limitations  on
production. In accordance  with certain Community  rules, three Member
States had, at the end of the 1967/68 sugar year, decided either to
carry forward a specified quantity to the next season by adjusting the
basic quota for 1968/69, or to export a certain amount on their own
financial responsibility.  Italy decided to export its surplus, while Germany
and the Netherlands  treated the amounts  to be carried forward as parr
of the quota.
The information at presenr available suggests that the amount
of sugar available for the sugar year will exceed the quantity thar
can be disposed of for human consumption  by some 1.2 million tons.
The quantities it will be possible to export as sugar or in processed
form will amount to about 750,000 tons, and some 450,000 tons will
be sold on the Community marker (with denaturing bonus) for use
in animal feed or (with refund to producers) for the production of
certain chemicals.
Common organization ol the mark-et in uine products
182. L viticultural land register, such as already exists in Germany
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bringing the French register up to date is to be communicated to the
Conrnrission by the end of 1968. Some time in '1969, therefore' the
Commission  should have at its disposal a complete viticultural land
register for the whole Community.
The modifications envisaged in Article 3 of Regulation No' 26l
64(1) were made by Regulation (EEC) No. 39/68.(2) Regulation  (EEC)
No. 1894/68(3) on notification of areas used for asexual  propagation
of vines contains provisions dealing both with keeping the register
up to date and with control of production. A regulation is being
drafted on the rules for establishing classes for varieties that may be
cultivated in the Community, and at the moment provisions  are being
prepared concerning nutseries  and vine stocks, from the point of view
both of keeping the register up to date and of controlling production.
In pursuance of the Council decision of 4 April 1'952,(4) which
fixed the quotas to be opened by Germany, France and ltaly, the
Commission sent the Council a proposal for these quotas to be raised
in L968. The proposal, which provided for a considerable  increase in
the volume of imports into these three Member States,(5) was not
acceoted.
NEW BASIC REGULATIONS
Liue plants and cut flowers
183. On 27 February 1958 the Council adopted the Regulation  setting
up a common market organization for live trees and other plants,
bulbs, roots and the like, cut flowers and ornamental  foliage.(6) This
regulation  involves a whole set of measures intended to promote the
rational disposal of items such as flower bulbs, cut flowers and pot
plants; it was necessary because the products concerned  are of partic-
ular importance for the agricultural economy of certain regions in the
Community.
(r) Olficial gazette No. 48, t9 March  1.964.
('z) lbid. No. L 9, 1.2 lanuary  L968.
(3) lbid. No. L 288, 28 November 1968.
(4\ lbid. No. 30. 20 April 1962.
(uj For th. proposed iegulations on quality wines and ordinary wines, see sec. 186.
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The Regulation took eff.ect on 1 July 1968, It  begins by
providing for the possible establishment  of common qualiry standards
applicable to the various products.(t)  These standards are intended to
keep products  of unsatisfactory  quality off the market, and to improve the
flow of information on the market needed by producers and the trade
in all Member States, and so to show the different qualities available.
Customs  duties, other charges with equivalent effect and quantitative
restrictions in intra-Community trade have been abolished for virtually
all products in this sector. For exports to non-member  countries of
dormant bulbs, corms and tubers, the regulation provides  for minimum
prices to be fixed annually. The Community being one of the world's
main exporters of these products, the system of minimum  prices
should have a stabilizing effect on world marker prices.
In the interests of the smooth functioning of the common
market organization, the Regulation also lays down procedures for
Member States and the Commission to co-operate closely in a
Management  Committee.
Processed fruit and uegetables
184. The Council Regulation  establishing a common organization  for
the market in processed fruit and vegetables took effect on 1 July
1968.(2)
The Regulation liberalizes intra-Community  trade in  these
products, with or without addition of sugar, in so far as rhey are ot
Community origin (imports from non-member countries being subject
to the common customs tariff). Products containing added sugar are
subject to a levy covering  the difference  berween the world market and
the Community  price for sugar. When products containing added
sugar or glucose are exported to non-member countries, export refunds
cover the difference between the wodd market and the Community
price for sugar or glucose. Trade policy proposals going beyond
customs duties and the sugar levy were not accepted for inclusion
in Council Regulation (EEC) No. 865/68, which leaves the definition
of trade policy for the end of 1968.
(')
(r)
Quality standar{s  have so far been defined for flower bulbs, cut flowers and foliage.
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The abolition of tariffs in  intra-Community trade and the
absence of any common policy for imports from non-member countries
led to the application of national safeguard clauses for a number of
products imported from non-member countries and in free circulation
within the Community.
As in the other market organizations, there is provision for a
Management Committee as a means of close co-operation between the
Member States and the Commission.
Tobacco
185. On 4 July 1,967 the Commission had submitted to the Council
a number of proposed  regulations concerning  a series of measures to be
taken in the tobacco sector) with respect to a common organization  o{
the market in unmanufactured tobacco, taxation and state monopolies
for tobacco manufactures.(1)
These proposals were examined by the Council in 1968 and arc
still under examination.
The proposals  have also been examined  by various Committees  in
the European  Parliament. The Economic and Social Committee handed
down its Opinion on them on 28 November  1958.
On unmanufactured tobacco,  the Opinion approves the main lines
of the Commission's  proposal to give growers marketing and price
guarantees by introducing intervention  arrangements  and premiums for
buyers. These measures  would be part of the common organization  of
the market, and responsibility for financing them will rest with the
Community.
A number of amendments were however suggested,  including  some
intended to increase the possibilities of encouraging  producers to plant
the varieties and qualities of tobacco most in demand. One suggestion
is that, to allay fears with regard to  over-production  and the
mounting financial burden, steps should be taken automarically to limit
the quantities of a given variety enjoying guarantee  arrangements
if buying by the intervention  agencies exceeds a certain percenrage
of the average output of the said variety over a reference  period.
To allow for objections concerning  the technical difficulties which
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might arise in calculating the premium by reference to the price
of imported tobaccos, the Opinion urges that the premium be fixed
on 
^ 
il^t-t^te basis. In addition, provisions dealing with the grant of
exporr refunds and possible limitations on inward processing traffic
have been deleted.
As against this, certain of the amendments proposed tend in
practice to increase the guarantees  that would be given to growers
under Community rules. It is suggested in particular that intervention
be extended to baled tobaccos on the basis of the prices guaranteed for
raw tobacco plus an amount corresponding to processing costs in a
normally run enterprise.
As for excise duties on manufactured tobacco'  the Economic and
Social Committee's Opinion approves the economic reasoning which led
the Commission to propose that these be harmonized. It also noted its
agreement  on the main lines of the proposed  excise structures. The main
technical amendments  suggested in the Opinion are that the range of
cigarettes subject to proportional taxation be widened and that the
minimum tax be increased.
To ensure that manufactured  tobaccos can actually move freely
within the Community,  the Economic and Social Committee considers
that the reform of national tobacco monopolies should extend to the
distribution channels that exist in those Member States which operate
national  monopolies.
The Committee considers that the reform of distribution channels
in this sectof should be based on abolition  of monopolies  for importation
and wholesale distribution and that certain changes  should be made in
the position of retailers. It feels, however, that the guarantees  which
national trading monopolies  give for the attainment of certain economic
and social policy objectives should be offered by the new systen too.
Ordinary and quality uines
1.86, The two draft regulations  submitted by the Commission to the
Council  are still under study by the Special Committee on Agriculture.
'When the time comes, the two proposals will probably be adopted
simultaneously. They will, where necessary'  be expanded to include
sections on definitions and provisions on both wine-making practices
and the vineyards.COMMON AGRICULTURAL  POLICY L67
Alcohol, brandies and other spirits
187. The Commission is working on a draft Council regulation concern-
ing ethyl alcohol of agricultural origin. It also has in prepantion
draft regulations  concerning  spirits and ethyl alcohol of non-agricultural
origin and on taxation.
Fisberies
188. On 6 June 1968 the Commission submitted to the Council a
proposed regulation on the establishment  of a common structure policy
for fisheries,  another setting up a common organization  of the market
in fishery products, and a third on the suspension of the common
customs tariff charges applicable to certain fish. These proposals are
the follow-up of a "Report on the situation in the fisheries  sector
and the basic principles for a common policy", submitted by the
Commission to the Council  on 25 November  7966.(L)
As regards the common structure policy, the proposal envisages  a
common system covering sea fisheries,  and the proposed  measures  deal
with problems of access to fishing grounds, their exploitation and
protection,  in so far as such problems arise either in relations between
member countries or in the Community's international relations. ]Jfith
a view to the co-ordination  of structure policies, a report on the
structural situation of fisheries would be submitted to the European
Parliament and to the Council, together with proposals  on the measures
needed to render co-ordination  effective. The proposals furthermore
provide for structural improvements  in production and marketing, from
both the economic and the social point of view, with the help of the
European  Agricultural Guidance  and Guarantee  Fund.
The proposed common organization of the market involves the
definition of quality standards,  the promotion and strengthening  of the
catchers' organizations, a price system  designed  to stabilize  Community
markets and arrangements for trade with non-member countries.
Member States will have to take such measures as may be necessary
to give all fishing vessels sailing under the flag of any other Member
State non-discriminatory  access to fishing ports and their facilities. The
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price system will apply to certain fresh and frozen products which are
economically vulnerable, as well as to tunny for processing.  For fresh
fish, there is to be a guide price and an intervention price. Catchers'
organizations may fix a reserve price below which no fish landed by
members may be sold. Special arrangements  are envisaged for certain
frozen products. In situations of crisis or serious crisis, subsidies may
be paid to catchers for private storage of the items affected. In the
case of tunny for processing, catchers may, in certain instances, receive
financial  compensation  to guarantee them a fair price,
For trade with non-member  countries it is proposed that the
common customs tariff be applied and all quantitative restrictions
abolished. In addition, a reference or floor price system is to be in-
troduced for certain items. A separate proposal envisages exemption
from the common tariff for imports of herrings, tunny and salt cod,
which would not only enable the processing industries to obtain their
supplies on better conditions, but would also provide a satisfactory
solution to the problem of. tariff quotas at reduced or zero rates either
bound under GATT or accorded autonomously to certain Member
States.
FINANCING THE COMMON  AGRICULTURAL  POLICY
Guarantee Section
189. The introduction in 1968 of arrangements for Community financing
of expenditures on agricultural  markets is based primarily on Regulation
No.747/67/CEE,  which introduced a system of payments on account
and fixed a timetable for decisions, so as to reduce delays in re-
imbursements from the Fund.
The Commission took the following  decisions:
Final grants in aid for 1,964/65  by 15 December 1968;
Payments on account for 1.966/67  by 17 December  L968;
First half-yearly payment on account tor 1967/68 by 25 July 1958;(1)
(a)
(b)
(c)
(1) Oflicial  gazette No. L 204, 14 August  1958.COMMON  AGRICULTURAL  POLICY 159
The amounts of reimbursements  were to be as follows:
(a) 159.9 million u.a. Ior 7964/65, of which 97,755,000  u.a. under
decisions taken in December  1967;
(b) 277.8 million u.a. for payments on account for 7966/67, corre-
sponding to75o/o of expenditure estimates in the budget;
(c) 267,503,730 u.a. for the first half-yearly  payments  on account for
1957/68,  corresponding to 75o/o of the declared and eligible out-
lays by Member States.
190. Decisions on aid tor 7964/65 were taken during the second half
of 1967 following verification of applications  for refunds addressed
to the Commission by the Member States. The totals, which include
payments on account amounting to 50o/o of the budget  estimates, are
as follows:
Balances
Contributions
u. a.
Belgium
Germany (FR)
Franc€
Italy
Luxembourg
Netherlands
Community
13,4s1,8s1.16 
| 
8.41s
46,821,669.01 29.288
38,659,014.88  24.782
44,761,91,0.63  28.000
3s8,077.ss 
| 
0.224
7s,811,443.29 9.897
;,,,;;,,,,-;
1,870,597.52
6,892,676.91
124,O49,838.74
2,tt6,037.70
37,512.86
24,957,369.99
11,641,253.64
39,929,052.10
42,64s,879.53
320,564.69
85,39O,823.26
9,1.45,926.70
759,863,966.52
1.13
4.31
77.60
1.33
0.02
15.61
100 94,536,749.96 94,536,749.96
(r) Added for information.
191. The Commission found it impossible  for administrative reasons to
observe two other December 1958 deadlines,  one for decisions on aid
for 1965/66 and one for decisions on payments on account for the
second half of 1,967/68. Considerable  delays are to be expected in 1,959
in connection with these deadlines, and the lodgment of applications
for refunds from the Member States for the 1966/67 and 1967/68
accounting periods will also be delayed. This will make it difficult to
meet certain deadlines in the closing months of 1,969.170  ESTABLISHMENT oF THE EcoNoMIC  UNIoN
A proposal for a regulation on assistance from the Guarantee  Sec-
tion of the EAGGF is in preparation.
1"92. The Commission  made a determined effort to consolidate Com-
munity financing by adopting, or proposing to the Council, regulations
implementing certain principles already agreed or supplementing  meas-
ures previously  adopted. The Council adopted regulations  on financ-
ing the cost of intervention  in the sugar sector in the t967/58 market-
ing year, in the milk products sector in the period prior to the single
market, and in the fruit and vegetables sector. In addition it adopted
regulations dealing with the financing of temporary aid for grape pips
and temporary subsidies arising from special measures taken by Italy in
connection with imports of feed grain. The Council also adopted two
regulations introducing  supplementary provisions for the cereals and
sugar sectors, the main purpose of which was to increase the variable
component in the scale of contributions by which expenditure  eligible
for refund from the EAGGF is financed.
Several proposals for regulations on the financing of intervention
expenditure (on cereals, oils and fats, pigmeat) at the single market
stage are at present before the Council and others are being prepared
(milk products, beef and veal, sugar). Lastly, the Commission sub-
mitted to the Council in December 1968 a proposal for a regulation
on the financing by EAGGF of expenditure resuting from the implemen-
tation of the Food Aid Convention.  Essentially, the proposal is to charge
expenditure on fob refunds to the Guarantee  Section of the Fund, while
the cost of the commodities  themselves would be borne by a special
section, so long as they are gifts made under Community  programmes.
The Commission also adopted several regulations  on the submission
of applications for payments on account or refunds.
Guidance Section
L93. In March 1968 the Commission took a fourth group of decisions
on the grants of assistance  by the Guidance Secdon of the European
Agricultural Guidance  and Guarantee Fund. Part of the 80,040,000  u.a.
originally  earmarked for such grants having been used up by special
appropriations decided by the Council, the Commission distributed
26,040,000 u.a. among 152 applications selected from a total of 303
projects put forward for 7967, requiring altogether 80 million u.a.COMMON AGRICULTURAL  POLICY
in grants from the Guidance Section as part of some 320 niillion u.a. of
overall investment expenditure. The Commission maintained  some
balance between projects concerned  with the conditions  of production
in agriculture (56o/o), among which those relating to land tenure, irri-
gation and drainage were the most numerous, and projects concerned
with structural reform in marketine $l%), mainly for milk and milk
products, fruit, vegetables and wine; mixed projects accounted for
the remaininCa%,
The budget 6o1 1,968 allows the lund's Guidance Section
123,460,A00  u.a. from which to make grants to finance projects. But
again, special appropriations  by the Council reduced the amount
available for such projects to 94 million u.a., which the Commission
proposed to allocate in two instalments, with decisions on the first of
them, involving  34.1 million u.a. for 161 projects, to be taken before
the end of. 1968. Of the total of just over 700 applications in 1968,
134 relate to projects brought forward from !966 and 1967.In March
196B the Council authorized all those projects to be carried forward
to the following year which, although meeting all the conditions of
Regulation No. 17/64/CEE,  were unable to secure financial  grants from
the Fund because its money had run out.
The Council also adopted a regulation  waiving or amending the
provisions of Regulation No. 17/64/CEE. The projects for 1969 do not
form part of the Community programmes. The latest date on which
application for aid in 1959 can be submitted is put back to 28 February
1"969 for half the projects and to 20 March 1,969 for the rest; in certain
cases, the contribution made by the Fund would be raised to a maximum
of 45%. The same regulation divides the resources at the disposal of
the Guidance Section between measures already decided by the Council,
grants for projects eligible under Article 13 of Regulation No.17/64/CEE
(120 million u.a.) and grants for the special measures in the field of
structural reform in agriculture decided on after examination of the
Commission's memorandum to the Council concerning agricultural  re-
form in the European  Economic Community.
The Guidance Section paid out to Italy 8 million u.a. in special
appropriations  for olive oil, and another 20 million u.a. for fruit and
vegetables. At the turn of the year, 1.8 million u.a. is to be paid in
connection with the inquiry into structures to those Member States
which have applied for refunds. In October 1968 the Commission
subnritted to the Council a draft regulation to fix the detailed arrange-
ments for the reimbursement  of grants made to producer organizations.
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Special Sections
L94. tJttder Council Regulation No.742/67/CEE of 24 October 1967,(r)
the Commission established  clearing arrangemcnts for the compensa-
tion payments  deriving from the fall in grain prices since 1 July 1967
and payable, under the 1958 budget, to Germany, Italy and Luxen-
bourg in two instalments, one due in January and the other in June
1,968.
Resolutions  ol the Ewropean Parliament
195. The European Parliament  adopted several resolutions  stating its
views on proposals  concerning the European Agricultural Guidance
and Guarantee Fund. The most noteworthy  is the resolution of 18 June
1958 concerning the supplementary provisions on Community finarlc-
ing of the common agricultural policy in the sugar sector. In it the
European Parliament  expressed the view that the levies made in this
sector constituted "own resources" and suggested that the Com-
nrission redralt its proposal accordingly.
ESTABLISHMEN'T OF CONDITIONS PERMITTING FREE COMPETITION
Aids
L96. In accordance with Article 93(1) of theTreaty  of Rome, the Com-
mission examined,  together with the Member  States, the aids they give
to the following products: olive oil, grains, eggs and poultry, pigmeat,
fats and oils, fruit and vegetables.
The Commission examined those aids which exert a marked in-
fluence on intra-Community  trade, drew its conclusions  and forwarded
them to the Member  States. Certain aids, especially those paid out at
the production or marketing stage and linked either to the quantities
produced or marketed, to prices or to the unit of production (acreage),
were considered incornpatible with the common agricultural  policy,
and the governments concerned were invited to cancel them by a
specified date.
\r) Official  gazette No. 258,25 October  t967.COMMON AGRICULTURAL  POLICY
In the case of other aids, especially those which are, for example,
paid for the purchase of pedigree boars and sows, the Commission
considered that these aids could contribute to improvements in quality
and, subject to certain provisos, was not against their being paid.
The Commission also examined with the Member Srates cerrain
aids for seyeral of the products listed in Annex II to the Treary of
Rome; thc same procedure will be followed with them as in orher sec-
tors.
197. In the course of the year, the Commission  decided its attitude
towards various aid measures of which it was informed by Member
States in accordance with Article 93(3) of the Treaty.
The Commission had no special commenrs to make on the follow-
ing measures: compensatory  aid to grain producers  in Luxembourg, aid
for withdrawal of new potatoes in France, aid for reforestation in
France, aid to encourage the planting of "Pavia" peach trees in France,
the bill concerning mountain  areas in Italy, the Dutch Poultry and Egg
Board's regulation  which contains a temporary ban on incubating  the
eggs of fattening breeds of poultry during 1.967, and the decree of the
Agricultural Development and Rehabilitation Fund in the Netherlands
which sets up a new system of compensation  in case of discontinuation
of a farm enterprise.
The Commission examined the aid granted by Germany for the
transport of grain and called for its suppression. It also examined
compensatory  aids to grain producers in Germany  and, once the German
Government had agreed to conform  to the Commission's  views, had no
further special comments to make on them. Nor did the Commission
off.er any comments on a bill under consideration by the autononlous
region of Friuli-Venezia Giulia in ltaly, concerning "measures  to encourage
the development  of quality crops", except on certain aids to be granted
for the purchase of seeds, bulbs and corms. The Commission  was
unable to approve the aid which the Italian Government is to grant to
certain wine co-operatiyes  in Sicily under Article 8 of Law No. 91,0 of.
27 October 1,966, and advised that the aid should not exceed a certain
amount. The Commission had no objection to adoption  of the Sicilian
bill laying down standards for supplementing and co-ordinaring
agricultural  legislation, though it did commenr on the high level of
some of the aids to be made available under this law. After a prelim-
inary examination, the Commission found that the bonuses to be
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paid ro small cattle-farmers  in France  are incompatible with the common
market.
Proposed regulation on prodwcers' groupings and unions
thereof (L)
198. On25 January 1,968 the European Parliament adopted  a resolution
giving its views on this proposed regulation;  while it suggests important
amendments, it is on the whole in favour of the Commission's  pro-
posal.(2)
Taxation in agricuhure
199. lt became increasingly clear during the period under review how
important tax questions are for the implementation of the common
agricultural  policy.
Italy introduced a "special State impost" on rapeseed and colza
oil of Italian and foreign origin; this applied for the period 22 No-
vember 1967 to 30 June 1968. The Conrmission {ound this special
impost incompatible with Article 95 of the Trcaty, but as it was only
effective till 30 June 1968, the Commission drew the Italian Govern-
ment's attention to this breach of the Treaty and pointed out that action
under Article 769 might have to be initiated if the validity of the im-
post were extended.
Italy also made certain other changes in the field of turnover
taxes affecting oilseeds, oil-bearing fruit and their oils. These changes
involve higher countervailing charges on imports and higher refunds
on exports, particulady on refined seed oils.
The discrimination involved in these compensatory  measures is
being dealt with in a draft directive under Article 97.
At the May discussions on single prices for milk and milk pro-
ducts, the Council made the point that the application of different
tax systenrs and tax rates could hamper the implementation of a common
agricultural policy, inasmuch  as the introduction of common prices
could not benefit the economic situation of firms and itrtra-Com-
e)
(2\
First General Report  (1967)' sec. t46.
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munity trade unless tax provisions were fully harmonized in the various
countries.
The Commission holds the view that its proposed third directive
on the harmonization of turnover taxes, concerning common methods
of application to agricultural producs of the rax on value added
(TVA), will help to level our condirions. This proposal was given a
favourable  Opinion by the European Parliament on 30 September
1e68.o
It should in conclusion be mentioned that the examination of
special charges and para-fiscal imposrs on those agricultural products
which come under the common market organizations  was completed
in 1968.
HARMONIZATION OF LEGISLATION
V eterinary legislation
200. During the period under review the Commission submitted to the
Council proposals  for directives:
(a) Amending the Directive of 26 June 1964 on health problems
associated  with intra-Community trade in fresh meat;
(b) Amending the Directive oI 26 June 1964 on health controls in
intra-Community trade in animals of the bovine and porcine
species;
(c) On health problems associated  with intra-Community  trade in
fresh meat;
and a further proposal amending  the proposal referred ro at (c).
These proposals  have not yer been adopted  by the Council.
On 12 March 1968, however, the Council adopted  a resolution on
Community  measures to be taken in the veterinary field,('z) and on
15 October 7968 it adopted a decision setting up a Standing  Veterinary
Committee,(3)  to be composed of experts from Member States under
(r) Otticial  gazette  No. C 108, 19 October 1958.
(2) Ibid. No. C 22, 18 March  1968.
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the chairmanship of a representative of the commission. This com-
mirtee will exeriise the functions assigned to it in the provisions  laid
down by the Council for dealing with veterinary matters, in such cases
and conditions as are specified in the provisions themselves. The Com-
mittee may also examine any other question arising from these provi-
sions, if put forward by the chairman  acting on his own initiative or
at the request of a Member State.
The Council likewise  agreed on draft rules of procedure for the
committee.  These define working methods for a trial period of L8
months, and will subsequenrly be added to each of the council's
decisions in this field. For normal cases procedure provides for close
co-operation  between Member States and the Commission  wherever
the bouncil has made the Cominission  responsible  for the implemen-
tation of rules in the veterinary  field. Provision is also made for an
emergency procedure along the same lines, with extremely short time
limits; it-will be used mainly in cases where one or more Member
States close their frontiers.
Like the procedures laid down in the regulations  on customs
values and on origin, the normal procedure for veterinary matters
differs from the procedure  of the agricultural management committees
in that:
(a) The Commission itself is entitled to take an immediate  decision
only if this has the support of the Committee, and
(b) Failing such support, it is for the Council, acting on a proposal
from the Commissiott,  to prescribe what measures should be
taken.
But there is also a difference  between the procedure applicable to
valuation for customs Purposes or to origin and the procedure applic-
able to veterinary matters:
(a) In the first case, the Commission is empowered  to take a decision
if at the end of three months the Council has not decided on the
measures to be taken;
(b) In the second case, this rule does not apply if the Council has
pronounced by simple majority against the measures proposed by
the Commission.
'When the report of M. Jozeau-Marignd  on common procedures of
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European  Parliament, President Rey set out in detail the Commission's
views on these procedural points:
(a)  The Commission considered  the differences  in the procedures of
the agricultural management committees and in those of the
customs value and the origin commirtees to be justified by the
differences in their activities,  since in the one case they involved
participation in the current administration  of the common agricul-
tural policy, and in the other they were more regulatory  in
character.
(b)  In the second case, however, the Commission considered it neces-
sary to have some safeguards in hand against the danger of the
Council's failing to take action. This was the point of the rule
that the power of decision  should automatically  devolve upon the
Commission if. after three months the Council had not decided on
the measures to be taken. The rule by which, in the case of
veterinary matters, the Council retained the power of decision  indef-
initely constituted, in the Commission's  view, a serious danger,
and this was the reason why the Commission had not been able
to accept this clause.
Food legislation
201. At its meeting on 20 December 7968 the Council adopted the
following proposals:
(a) A third amendment  to the Council Directive of 23 Ocober  1962
on the harmonization of the Member States' regulations con-
cerning colouring matters approved for use in foodstuffs intended
for human consumption;
(b) A fourth amendment to the Council Directive of 5 November 1963
on the harmonization  of the Member States' legislation on preserv-
ing agents approved for use in foodstuffs  intended for human
consumption.
Several proposals for regulations and directives on rhe approxi-
mation of Member  States' legislation were submitted by the Com-
mission to the Council during 1958. They dealt with:
(i)  Macaroni, spaghetti  and similar products;
(ii) Meat extracts, yeast extracts) protein extracts, {lavourings for
soups and other dishes, broths, soups and sauces with a meat base;178  ESTABLISHMENT oF THE EcoNoMIC  UNION
(iiil Manufacture  and marketing of butter;
(iv) Manufacture  and marketing of margarine;
(v) Treatment of saccharose intended for human consumption.
Re gulations concer ning agri cwltur al, h orticuhur al
and forestry seeds and seedlings
202. The Commission submitted to the Council a series of draft direc-
tives concerning:
(a) The marketing of material for the asexual propagation of vines
of non-Community  origin,
of seeds of oil and fibre plant seeds, and
of vegetable seed;
(b) The establishment of a common catalogue of agricultural va-
rieties;
(c) Amendment  of five Council directives of 14 June 1966 concen-
ing the marketing of sugarbeet, Iorage and cereal seed, seed
potatoes  and reproductive material.
On 9 April 1968 the Council adopted a directive on the market-
ing of materials for the asexual propagation of vines grown in the
Community. The purpose of this directive is to restrict, with effect
from 1 July 7969, the marketing of canes, spurs and young plants of
vines to material which has been certified or checked for variety.
203. The Council adopted on 23 January 1968 a directive on the
approximation of Member States' legislation concerning the classifi-
cation of wood in the rough. The directive lays down the relevant
definitions and optional standards.
OTHER  MATTERS
Forestry problems
204. On a contribution to the task of co-ordinating  forestry policies, a
study was made, in collaboration with national forestry administra-COMMON  AGRICULTURAL  POLICY L79
tions, of the important problem of timber prices and the falling returns
on silviculture, including possible remedial action to be taken in a
situation which threatens to undermine the afforestation drive in the
Community  (an annual avetage of. 713,700 hectares for the lasr ten
years). The afforestation  drive ought, in fact, to be stepped up further,
as silviculture will have to replace agriculture on large areas of low-
productivity land. In this connection, the Memorandum  on the Reform
of Agriculture in the Community suggests  the attotestarion of three to
four million hectares of land in ten years.
It may be worth recalling that the Council directive of.23 Januaty
1968, which established a classification of raw timber,(1) aroused much
interest in several non-member  countries in Europe, where the need
for a uniform European  classification had long been felt. Another point
of interest is that the Council Regulation of. 27 February  1968, which
set up the common organization  of the markets in live plants, cut
flowers,  etc.r(z) covers forest tree nurseries, which are in full expansion
in the Community  and at present produce  more than L,200 million seed-
lings a year.
INFORMATION  FOR THE COMMON  AGRICULTURAL  POLICY
lnformation  network- on farm dccounts
205. '$fhile in t966 rules had been worked out for the operation of
the basic regulation on the establishment of an information nefwork
on farm accounts  and the requisite agencies set up at Community and
ar narional level, and in t967 the corresponding  technical and adminis-
trative infrastructure  had been organized at regional level (regional
committees, accountancy bureaux), the efforts of the Commission and
the Member States in 1958 were concentrated mainly on the selection
of sample farms and on making a start with the actual accounts.
This was one further step bringing the Community closer to the
moment when it will have a functional  and permanent mechanism  of
micro-economic  observation in agricultufe. The year L958 is the first
when the complete reporting network has functioned in practice. The
(1) Sec. 203.
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first accountancy data, those pertaining to the agricultural year I\GB/69,
will reach the Commission in the course of the second halt of 1,969.
SURVEY  ON THE STRUCTURE OF AGRICULTURE
206. Field work for this basic survey has just been completed, (1) and
Commission staff will begin screening and analysing the data in 1969.
The results of this survey and their analysis should shed new light
on the structural  problems of European agriculture  and thus fill a gap
in a sphere where information  is seriously lacking at the present moment.
As part of the FAO 1970'V|orld Census of Agriculture, a minimum
schedule  of tables to be prepared  on a community  basis for this census
has been drawn up, mainly for purposes of co-ordination  with the
programme of investigations  into the structure of farms.
2. Industrial structure policy
POLICY  FOR INDUSTRY AS A WHOLE AND FOR INDIVIDUAL INDUSTRIES
207. As already stated in chapter II, the economic situation in 1968 was
satisfactory for industry as a whole and industrial output rose by 75%
over the 1967 figure, as against 2% in the previout y.ai. This vigorous
growth enabled community industry to srep up modernization and
productivity,  though to varying degrees.  rn 1968, the growth of industrial
output, 
_as compared  with the previous  year, was 10% in Germany and
the Netherlands and 6% in Belgium and Italy, as against 4o/o in France
and only 3% in Luxembourg. Exceptionally high- growth rates were
recorded for motor vehicle production  (1,5%), textiles (1,0%) and steel
(8%). without achieving  these rates, even the extractive industries and
shipbuilding did well, in spite of the recession in coal. These higher
output figures were not invariably accompanied by proportionately
better profits.
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The relatively low growth rate of industrial  output in France is
partly to be explained by the events of May and June. Thanks to the
solidarity displayed within the Community, the wider repercussions of
this crisis on French industry were successfully damped by the adoption
of measures  limited to certain particularly sensitive industries and to a
period of a few months.
The structural difficulties that persist in a number of industries
continued to occupy the Commission's  attention. These include the
steel industry, shipbuilding,  textiles and the paper and paperboard
industry.
In the growth sectors, the various branches of Cornmunity industry
are still fragmented and have not benefited  from the stimulus afforded
by the creation of a single large market. In the face of mounting
international  competition,  the Community  cannot ignore the imperative
need to strengthen its industry in those sectors. The Commission has
just put forward certain proposals concerning the nuclear industry in
the form of a general report on nuclear problems in the Community.(r)
This action in individual  industries must form part of more
general measures  that will help to strengthen Community industry  as
a whole. There is, in particular, a series of measures aimed at setting
up a legal and fiscal system tailored to the requirements  of a big market
and increasing firms'financial  resources.  It was with this in view that the
Convention on the mutual recognition of companies was signed on
2gFebruary 1968 and theCommission  submitted to the Council (who
adopted it on 9 March 1.968) an initial directive on the co-ordination  of
company law.(z) The same purpose is reflected in the draft second
medium-term economic policy programme, one chapter of which deals
with measures to encourage the structural adaptation  of enterprises.(3)
The Commission intends to step up its action in every field that
is likely to facilitate rational restructuring of the Community's  industry,
to make it more competitive with that of non-member countries, and
thus to contribute  to its expansion.
This expansion will come very largely from the enterprises' own
dynamism. Though well aware how important it is for the Community
to have a sufficient number of large enterprises capable of competing
(1) Ch. III,3.
('z) Sec. 84.
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with the major international  firms in certain industries, the Commission
is still desirous of furthering the efficiency and dynamism of the small
and medium-sized  firms which, even in the most advanced  countries,
account for the bulk of industrial activity. It is often in the small
industrial  units that innovation and creativity  are to be found. Like
the largest enterprises, they must be provided with an appropriate  legal
system and means of finance.(a)
The Commission  received this year's accounts from all the member
countries concerning the specific measures applied in each of them to
the small and medium-sized  enterprises. From this information  it
prepared a conspectus enabling a comparison  to be made of all the
assistance given to smaller firms in the member countries. In addition,
the Commission is preparing a survey, to be carried out in 1969 by
a specialized  institute and aimed at determining the acftal fraction
of the economy  represented by the small and medium-sized  enter-
prises in a number of the more typical industries. The information
so obtained will form the basis for concrete proposals to be incorporated
in the second medium-term economic policy programme.
208. The implementation  of the customs union and the consequent
international negotiations naturally affectedindividualindustries,  especial-
ly the more sensitive ones. The Commission gave its full attention
to the problems  that arose in those industries. The second medium-
term economic  policy programme, which has been submitted to the
Council,  clearly indicated the principles  underlying  a policy for indi
vidual industries. It must above all aim at rendering the industrial
structures more flexible, so that the requisite adjustments  may, as far
as possible, occur spontaneously. There are cases, however, in which
the public authorities will have to take direct measures on behalf
of certain industries. Where these measures  prove necessary, it will
be advisable to harmonize  them, in broad outline, at Community level.
For two industries-shipbuilding  and electronics-where  the
situation calls for such support, the draft programme mapped out
common guidelines. These, while elaborared by government  experts
from the Member States meeting in the Medium-term Economic
Policy Committee, call for the industries  concerned  to take an active
share in solving the difficulties.
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209. It was in this light that the Commission ser up conracs wirh
the shipbuilding  industry concerning the work they would be asked ro
do. Since then the trade associations of the shipyards of rhe various
member countries have formed, at Community  level, a liaison committee
and three working parties which are studying respectively the industry's
development  prospects, the scope for inter-shipyard co - operarion and
specialization, and financing problems in the industry.
The Metal Committee  (representing  the metalworkers' unions of
the Six) has undertaken to study the social problems attendant on
the reorganization  of the shipbuilding  industry, so that, not larer rhan
mid-1"969, the Commission and the Member States will be in
possession  of the preliminary studies carried out by the employers  and
the trades unions.
210. The studies on the main branches of the textile industry were
discussed  with the employers'organizations  and the ffade unions and
also in the Medium-term Economic  Policy Committee.  The situation
and problems of the textile industry and of its main branches  were
subsequently dealt with in a complementary study concerning the
firms' competitive  capacity,  competition from non-member countries,
and the marketing prospects for the coming years. On the strength
of these studies, the Commission proposes to prepare Community
industrial policy recommendations in consultation with the Medium-
term Economic Policy Committee.
The problems of the carded wool industry received special
attention following the applications for permission to implement
safeguard  clauses or quota measures submitted  or contemplated by a
number of Member States. This industry's position was examined
in the different states and will be submitted to the Commission
at the beginning of.1969.
Continuing its efforts to develop a common policy for the pulp,
paper and board industry, in consultation with the national authorities
and the employers' and employees' organizations, the Commission
completed two major studies on the industry and the Community
markets for newsprint  and woodpulp. As is known, these two classes of
product were made subject to special provisions at the time of the
Kennedy Round, both at the intra-Community  level and in relations
with non-member countries, because of the very keen competition to184 ES'IABLISHMEN'|  OF THE ECONOMIC  UNION
which the Community  industry is exposed in a world context of
surplus capacity and pressure on prices.(1)
With regard to the "miscellaneous"  industries, a comprehensive
analysis has been made, together with the employers' organizations
representing the ceramics, leather and hides, wood-base  building panels
and footwear industries,  of the problems experienced by these industries
in the light of the recently  granted tariff reductions.
211. The Commission  received  the final report on the studies concerning
the cutlery and machine-tools industries. In the cutlery industry,  the
difficulties of adapting its structures  are exacerbated by the keener
international competition. The machine-tools industry has favourable
growth prospects but appears to have run into difficulties owing
to structural rigidities and the technological progress  made by its
chief rivals on the world market.
The Commission  sought advice on the cutlery study from the
quarters concerned; it proposes to follow the same course regarding
the machine-tools  study, and the first consultations with representatives
of the industry  are scheduled  for next January.
212. rWith regard to the lead and zinc industrv, the Commission
continued  the consultations,  referred to in the First General Report,
with the Member  States and representatives of the industry. The main
subject was the setting-up of a common industrial and commercial
policy. This policy would be based on the free movement of lead and
zinc within the Community and also on the introduction of emergency
measures and a policy for the supplying  of ores on tefms consonant
with the conpetitiveness of the Community  industry.
In the Commission's  opinion, well-defined supply and/or crisis
policies, and the free movement of these goods inside the Community,
are the essential  elements for a Community  policy in this industry.
213. As regards the chemical and rubber industries, the Commission,
working closely with the employers' organizations  and trades unions,
has embarked on studies to ascertain the expansion potentialities or,
alternatively,  the excess capacity of certain branches  of the chemical
industry in the European Community,  and their position in world
competition.
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274, For the food industries, the studies that are an essential
preliminary to a Community structures policy are being conducted
in co-operation with the representatives of the trades concerned.
INDUSTRIAL POLICY FOR STEEL
State of the Community iron and steel market in 1968
21.5. The upward trend that had already begun at the end of 1967
on the Community  steel market gathered strength during 1'968. The
Community's crude steel production leapt upby 9.6o/o,from  89.9 million
tons in L967 to 98.5 million in 1968. The rate of utilization of the
crude steel production potential rose, for the Community as a whole,
from 79.8 to 86o/o.
The increase in steel output was most pronounced  in Belgium
and Germany. In France, there was only a relatively small expansion,
owing to the events of May and June. In ltaly, the upswing had
already started in 1.966.
216. The growth in steel production is due essentially to the rising
consumption of steel in the Community manufacturing  industries,
which In 1968 used nearly four million ingot tons more than in 1967.
Exports to non-member countries, which had already made good
progress in 1967, showed a further slight increase in the year under
review. The favourable trend in steel consumption  in large parts of
the world led to appreciably  higher output in many countries.  The
most outstanding progress was in Japan, where crude steel production
rose from 62.2 million tous in 7967 to roughly 68 million in 1968. In
the Community,  the stocks held by the plants, dealers and users
increased by some 3.5-4 million ingot tons. There is reason to tear that
this phenomenon  may once more jeopardize  the equilibrium on the steel
market.
The growth of intra-Community trade, which increased by 10%
from 18 million ingot tons in 1967 to 20 million in 1958, distinctly
outstripped the rise in actual steel consumption,  which amounted
to aboutTo/o.
Imports from non-member countries (3.6 million ingot tons) were
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On account of the favourable market conditions, steel prices in
the Community were on the whole slightly firmer, whilst export
prices stabilized.
The monetary policy measures taken by certain Community
countries did not have any perceptible effect on conditions in the
iron and steel industry in1968.In1969, they may exercise an influence
on intra-Community  trade in steel rather than on the trend of steel
consumption.  Investigations are being conducted into the influence of
these measures.
Measures to stabilize the common market for steel
and steelmaking raw materials
Steel
21.7. As aheady stated, stocks increased  considerably on the common
market for steel in 1968, a fact which is likely to impair this market's
stability in the future. This trend is all the more worrying because
production potential in the Community  will increase in 7969 by nearly
five million ingot tons. Steps should be taken to avoid a repetition of
the 1966 and1,967 difficulties,which  have only recently been overcome.
For that reason the Commission, in its quartedy forward
programmes and at the meetings where these were drawn up with
ihe co-operation  of representatives  of the industry,  stressed thi need
to align steel production  more closely with actual consumption and
drew attention to the consequences  that would inevitably stem from
a fresh disturbance of the market's equilibrium.  Moreover, in virtue
of the agreement reached in the ad hoc Committee on Steel Problems,
the Commission has made the representatives of the Governments
aware of these developments and suggested that they support the
appeals for better production discipline.
Nevertheless, in 1968, the Commission could not confine its
action to indirect measures only. By taking a number of decisions,
it intervened  directly on the market.
218. The events of May and June in France faced the French steel
industry with exceptional difficulties. These difficulties led to the
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Commission's Decision 914/68 of 6 July 1968 to authorize the French
Government, in accordance  with Article 67 of the ECSC Treaty, to
grant the French iron and steel enterprises, temporarily and in respect
of exports up to 31 January 1'969, limited compensation to offset
wage increases. In addition, Decision 9t5/68 of 6 July 1968 set up a
temporary restriction, for the period 8 July-31 December 7968, on
imports into France of iron and steel products from the other
Community countries. The monthly quotas were set at 362,900  tons
for ordinary grades and 74,L00 tons for iine and special steels.
These quotas have to be shared out among the various Community
sources in a non-discriminatory  manner and in keeping with the
traditional trade flows. The same Decision authorized the French
Government to limit imports from non-member countries  to 10,750 tons
as to ordinary grades and 2,250 tons as to fine and special steels.
On 15 October t968 the Commission examined the situation
afresh in the light of the measures taken after the events of May
and June. lt delided that the measures must be maintained because
the situation-although it had improved appreciably-was still liable
to relapse iI they were discontinued too eady.
'ril/ith regard to the peripheral measures enacted, the Commission,
in view of the need to pr.uent prices from deteriorating within the
common market, exrended  by Decision 2178/67 to 31 December 7969
the decision of the High Authority concerning the prohibition of
alignment on offers from state-trading countries after the Council had
unanimously  accepted the principle of quotas for imports of steel and
pig-iron from such .outtttGt. By Decisions 2025/68 and 2A26/68, the
-Commission 
made a further departure from the High Authority's
Recommendation  L/64 concerning the raising of the Member States'
external duties to the level of Italy's import duties.
With steel production  capacities  exceeding  demand in the Com-
munity countries,  as in non-member  countries, it has become increasingly
difficult for steel firms to comply strictly with Article 50 of the ECSC
Treaty and the decisions arising therefrom. The Commission  is
examining the possibiliries of relaxing the application  of Article 50 and
the decisions in question.
219. Vithregard to the long-term structural problems,  the Commission
pur in hand a number of studies to sefve as a basis for the elaboration
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with long-term objectives. The studies cover the following broad
subjects:
(a) The role of the Community's sreel industry on the world market
and the pattern of the main aspects of competition;
(b) The trend in represenrative consumer industries;
(c) The introduction of the new production techniques  and their
influence on siting problems;
(d) Iron-ore  and scrap supplies.
These studies form part of a long-term  study relating to the years
1975 and 1985 and designed ro ascerrain  the real problems and
opportunities  lying ahead of the Community's iron and steel industry.
The object of this work is to harmonize the iron and steel policy
for the Community  as a whole, with the basic aim of making the
community industry more competitive.  The pursuit of this objective
naturally entails solving the regional and social problems involved.
Raw materials
Pig-iron
220. rn 1968, pig-iron production increased in step with steel production,
totalling 72.1 million tons.
For the first time in several years, production of foundry pig
also rose slightly. Imports from non-member  countries made up a smallei
proportion of the foundries'  supplies.
As the position of foundry pig-iron on the world market
has not undergone  any marked change and the removal of temporary
protection in the presenr circumstances might be highly prejudicial
to the current improvement  in foundry pig production  conditions in
the Common Market, Recommendationi/e+,  which had already been
extended in 7965 and 1966, was extended yet again by the commission's
Recomnrendation2050/68IECSC, thus maintaining  the reduction of the
specific  . protection rate from 7 to 5 u.a./ton and removing the
quotas for pig other than special qualities.(1)
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lron ore
221. Because of the increased activity of the iron and steel works
situated in the traditional steel-producing regions, ore deliveries  from
Community sources reversed their downward trend, rising to 71,,2 million
tons as against 64.8 million for the previous  year. Even so, the
share of Community  ores in total iron ore consumption has again
decreased, and this tendency must be expected to continue. By means
of technical  and organizational  improvements, the competitive  power
of certain Community orefields has been stepped up; others,  less
favoured  as regards site conditions, still see their viability endangered
by ores from outside the Community.
Foreign ore prices dipped by about 4%, whilst the Lorraine mines
cut their prices by 7%.
Scrap
222. Under the decision taken by the representatives  of the Member
Governments concerning  exports of scrap to non-member  countries,
and in order to mitigate the effects of surpluses of certain scrap
grades which it would be difficult to market in the Community,
28,500 tons of scrap were exported in the first half oI 1968.
By the decision of 30 July 1958, a further authorization  for
exports to non-member  countries was granted with effect to 31 De-
cember L968, in respect of 10,000 tons of all classes of scrap and
1,000 tons of pig-iron turnings; this authorization  was used to the
full. On the other hand, the export authorization o{ 1 January 1.968,
extended to 31 December, relating to 15,500 tons of blast-furnace
faggots, could not be utilized in its entirety, this grade not being
very much in demani.
Co-ordination ol inuestments
223. The coal and steel industries account for nearly 10% of rhe
total industrial production of the six countries. Their markets are
highly sensitive to cyclical fluctuations and pressure of world
competition. Their production processes are such as to allow little
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oblige them to be constantly installing more and more powerful plant.
Consequently, their capital outlay is very heavy, and is devoted to
projects which often take several years to complete' To lessen the
iisk of either over- or under-investment on the strength of short-term
market movements, the Paris Treaty established  arrangements  for
co-ordinating capital spending and encouraging enterprises to adjust
their plans as necessary. As part of the system of issuing "General
Objectives" (Article 46 of the ECSC Treaty) laying down the broad
outlines of investment policy, the Treaty equips the Community
institutions  with three sets of powers:
(a) Swrueys  of inuestment and the financing of investments  (Article  47
of the Paris Treaty). These surveys are conducted as from
1 January of each year; their findings give a detailed view
of the investments  effected and planned, the method of financing
them, and the correlative development of future production
potential.
(b) Prior declaration of inuestment proiects involving sums over a
given amount, namely, 500,000 u.a. in the case of new plant
and 1,000,000 u.a. in the case of replacements and conversions
(Article 54, third paragraph).
(c) Tbe isswing of reasoned opinions on the merits of such projects
from the point of view of the General Objectives (Article 54,
fourth paragraph).  The opinions are purely advisory, and their
contents are not disclosed, but they are notified to the Govern-
ments and lists of opinions issued are published periodically
in the official gazette of the Communities. The Commission
receives, under similar conditions, declarations  concerning  closures
in prospect and detailed reports on the progress of investment
or closure projects declared earlier (Decision  No. 22/66 of L5 No-
vember  1966).(r)
The Community's appraisals can and do on occasion cause
enterprises to revise or even to scrap projects which appear unduly
ambitious or fraught -with considerable  risks in view of parallel
schemes elsewhere. They do not, on the other hand, encourage them
to go ahead with certain projects which would be of value from the
Community's point of view but for which it is difficult to find the
OD*iri"r 22 /56: Official  gazette No. 219, 29 November 1955 (corrigendum to the
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capital. In cases of this kind, the first and second paragraphs of
Article 54 empower the Commission to furnish financial assistance
to the enterprises, either by lending to them direct or by guaranteeing
loans raised by them from other sources.(1)
Annwal  surueys
224. According to the last annual survey,(z)  iron-ore production will
continue to  dwindle, though the producers  hope that this process
will slow down and that their annual extraction potential will not be
reduced by more than L.7 million tons in all from L968 to 1-977, as
against one million tons in '1967 alone.
The iron and steel industry, on the other hand, hopes to keep
up a fairly rapid rate of expansion over the next few years, which
might lead to a production potential of 124 million ingot tons in 197L,
with pure oxygen-blown  steel accounting for 44o/o, as against 28% in
1967.
Declarations of inuestment  proiects
225. The expenditure and tonnage figures emerging from the declara-
tions received in the course of a given year do not tally with the
particulars  assembled in the annual survey. The survey covers all
capital expenditure planned, whether embarked on, approved, or merely
contemplated. The declarations, on the other hand, are required only
in respect of projects representing  complete  schemes  definitely scheduled
to be carried out by the enterprises; the operations concerned
frequently  extend over a period going beyond that covered by the
annual survey) and, moreover,  projects involving  an estimated expend-
iture belolv the levels mentioned are not declarable.
The aggregate value of projects declared int968 (including changes
notified in earlier ones) was approximately 669 million u.a., with the
Benelux  countries accounting  f.ot 34L, Germany for 2\2, France for
73 andltaly for 43 million.
(r) ch. III,8.
(2) See Les inuestissements  dans les industries  du charbon et de I'acier de la Commu-
nautd - 
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The projects relating to rolling rnills have a value of 454 million
u.a., i.e. about 70o/o of the declared total outlay. The very high
level of investment in the flat products sector is attributable to four
major projects.
TABLE 10
Aggregate  value of proiects  declared
(millions  ol u.a.)
Year Iron-ore
mlnes
Steelworks-
owned
coking
plants,
charge
preparatron
and blast-
furnaces
Steelworks
proper,
including
L-D and
similar
Rolling-
mills,
including
mills for
Ilat
products
Generating
plant  and
miscel-
laneous
(steel
industry)
Total
1956
t957
1958
1959
1,950
7961.
1962
1,963
L964
1,965
1,966
1967
1968
647
277
426
503
1,808
1,37r
553
t3l
501
589
338
697
669
9
25
t6
8
5 i
j
240
110
L/  J
115
322
214
1,40
24
43
776
56
zto
1,06
13s (2)
25 (22)
48 (18)
17 (5)
3s7 (287)
t56 (124)
s8 (43)
26 (1,s)
120 (1,02)
86 (77)
18 (18)
131 (128)
49 (43)
1.8e (77)
8s (46)
12s (66)
302 (204)
930 (s20)
7ee (sse)
268 (L49)
87 (73)
2s6 (48)
2e3 (r89)
26r (Lt6)
2s2 (165)
454 (35s)
74
-)t
64
51,
L93
L82
87
6
82
94
z
98
50
By the terms of Decision No, 22/66, enterprises  have since
L January 1,967 been required also to declare disinvestment projects
whereby capacity is to be taken out of service. Under this head
the Commission received three declarations concerning iron-ore mines
and 23 concerning the iron and steel industry; the latter relate essen-
tially to the scrapping of a great deal of obsolete or obsolescent
capacity, such as basic Bessemer  converters (production potential
2.2 mlllion tons/year),  open-hearth furnaces (0.5 million) and section
or sheet mills (1.7 million).
Reasoned  opinions
226. Under Article 54, first paragraph, of the ECSC Treaty, the
Commission  may, and if specifically requested by the enterprise inINDUSTRIAL  STRUCTURE  POLICY t93
question must, issue reasoned opinions  concerning investment projects
of particular  relevance for the purposes of the Community's General
Objectives. The Commission views the projects in the context of any
rival schemes on hand and indicates  whether there has been a tendency
to be too much or too little influenced by the movement  of the market.
In this way it is able to caution enterprises  against the risk of
overcapacity  or of installing equipment  which will clash with other
equipment elsewhere. In addition, if need be, financial aid can be
provided for the most worthwhile projects.(1)
During 1968 the Commission
investment projects and decided to
them, namely:
received 54 prior declarations
issue separate  opinions on 27
of
of
(a)
(b)
Five small electric steelworks projects, intended to produce ordinary
grades of steel; the Commission felt obliged to  draw the
promoters'  attention to the vulnerability of these products;
Twelve projects, deemed  worthwhile because they implied:
(i) The installation  of modern equipment without any material
increase in capacities-oxygen  steelworks, charge preparation,
continuous casting (stationary or rotary), vacuum casting
(ten projects);
(ii) Greater competitiveness of enterprises that are essential to
maintain regional  balance, admittedly at rhe cost of a certain
increase  in production capacity (two projects) ;
As for the last ten projects which in the Commission's  view
required  comment, they were all warranted from the standpoint
of the internal balance of the enterprises  submitting the relevant
declarations, but entailed substantial net additions to the potential
production of pig-iron, steel or flat-rolled products. It  seemed
possible that if such plants were brought into operarion, they
would heighten the overcapacity  of the Community's iron and
steel industry. The Commission  expressed the view that certain
consultations between enterprises mighr be necessary in order
to obviate such sharp increases in capacities in the face of demand
expanding at a fairly stable rate.
(c)
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INDUSTRIAL  POLICY  ON NUCLEAR  QUESTIONS
227. The elaboration of a coherent industrial policy on nuclear questions
would at the moment appear to be essential for the Community.
In its survey of Community nuclear policy, or "'!fhite Paper", which
came out on 9 October  7968, the Commission  analysed the present
industrial situation and suggested  guidelines for the promotion  of
reactors and their associated  industries.(1)
The state ol the nucledr electricity rnark-et
228. The outstanding feature of the Community nuclear electricity
market is the development of two types of proven reactor  (gas-
graphite and light water) on a purely national basis. This parallel
effort had its origins in special situations which existed in the past
and persists today mainly for reasons connected with the supply of
enriched uranium. Hitherto, it has tended to impede cross-frontier
co-operation  between industries within the Community. In addition,
the Community  market is small-6,300  M'Sfe spread over a score
of plants built or under construction,  as compared with 60,000 M'We
over a hundred power plants of the same reactor type (light water)
built or under construction in the United States. As regards the
unproven reactors at present being designed or developed with a
view to their industrial-scale  production, an even greater dispersion
and compartmentation  of effort is to be noted. They comprise  the
following:
(a) Four variants of heavy-water  reactor;
(b) Two variants of high-temperature gas reactor;
(c) Two variants of fast breeder.
Bearing in mind that the development  cost of a reactor type,
from the outset to the first of the line, generally runs to 500 million
u.a. or more, the funds required for the industrial-scale  development
of the different types of reactors and the limited size of the market
are such that a choice must be made in order to ensure an economic
return on the money invested.
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Moreover, the Community market is not big enough to warrant
competition between a large number of firms and allow them to
face up to international competition. There are some twelve reactor
manufacturers  in the Community,  only eight of which have as yet
built a nuclear plant of at least 150 M'We, chasing a volume of orders
which, in terms of the total value of nuclear plants under construction
or the subject of other firm orders, represents only about 7lo/o of.
the corresponding value in the Unired Stares. It should be noted that
four firms, or perhaps five in the future, will divide up the American
market between them. Finally, it should be pointed our rhat six of the
Community firms are tied to US companies by licences or technical
agreements.  \fhile certain licensees have gradually achieved greater
independence with respect to their American partners, nonetheless the
licensee generally lags behind his partner and has no opportunity,  at
least in the first few years, to profit by the parricularly good openings
in the market. Moreover, the licensor usually endeavours to limit the
selling arca for the products built under licence and thus prevenr rhe
creation of a large market for them.
Although the Member  States abolished all internal customs tariffs
on nuclear products back in L959, they have made hardly any progress
towards transnational  integration between manufacturers of the same
type of reactor and the same fuel elements, largely because, with
one exception, calls for bids have always been restricted to a pafticular
nation.
Guidelines for a nuclear industry policy
229. The present situation is therefore  gravely prejudicial,  both to those
states which have already spent considerable  amounts, and to the
electricity  producers, who have no guarantee of the satisfactory  operation
of their nuclear plants, as well as for the firms which, competing
as they are in a small market, cannot for lack of sufficient orders
spread investment  and design expenditure  over many years, and are
consequently  reluctant about taking risks and fight among themselves
for subsidies.
That is why the need for a common industrial policy is grearer
in the field of reactor construction  and allied industries than anywhere
else. This policy could develop along the following lines, certain of
which can only be laid down in detail after wide-ranging  consultations
with experts from the Member States and with the sectors concerned.I
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230. For the industries to be able to develop a structure and a
commercial strategy, they need to have an assured minimum of large
orders. This implies that the responsible public authorities and the
utilities musr jointly define their medium-term  objectives in the matter
of power; this would be done as part of the preparation of the
Commission's  target programmes,  to cover several years and be subject
to periodic revision.(l) At the start of each year, the nuclear power
plant construction projects would be examined by the Community
authorities in consultation with the principal parties. This annual
scrutiny of orders for power plants should make it easier to standardize
their types and sizes and the equipment used in them. For the projects
co-ordinated technically in this way, tenders should be invited and
wherever feasible be open to the whole Community,  thus making it
possible to have group orders of two to four units, as already
happens in the United States. By such measures the legal situation
created by the common nuclear market would become a de facto
situation.
As nuclear activities in the various Member States lead on
progressively  to industrial developments,  whether it be in the erection
of power plants in or outside the Community, it becomes all the more
imperative to put into effect the general principles  underlying  the
European Community.  It would in any case be essential  to co-ordinate
the various countries'  aid systems within the Community.  It may reason-
ably be asked, however, whether it would not be advisable to go
further and set up a Community aid system which would partly
replace the national measures  and might take the form of a European
Nuclear Industry Development Fund. The object of this Fund would
be to promote the conditions under which European nuclear power
could come into its own. It would aim at improving the efficiency
of known or promising  techniques  and facilitating the transition from
public to private financing. It would be a means of boosting  and
guiding industrial activity, and in particular it could:
(a) Provide the financial security needed to cover certain exceptional
technological risks still inherent in the nuclear field, which
European constructors,  owing to the limited scale of their finances,
are scarcely in a position to bear;
(b) Assist in the connection of power prototypes to the grid, by
helping to relieve the financial burdens involved;
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(c)  Contribute to any major industrial  project in the nuclear sector
(e.g. uranium  enrichment plant, heavy-water  production plant),
Another form of aid to enterprises which has already  been
employed is the granting of joint enterprise status. To what extent
better use could be made of the advantages  conferred by that status
is a question which ought to be examined.  Joint enrerprise status
and enjoyment of the Fund should be reserved for projects in respect
of which an invitation for Community tenders is issued, or which at
least form part of a common policy for development of the nuclear
industry.
The effort asked of the public authorities  and utilities as regards
forecasting and concerting their orders, and the financial support that
would come from the state or Community authorities,  should be
matched by an effort to reorganize the Community's industry. For,
fragmented  as it is, it mostly has to rely on government  subsidies,
which accounts in no small degree for the fencing-off by each country
of its own market. This is why the series of measures  described
above should be accompanied by a movement towards integration in
the industry on the part of both designers and manufacturers of
reactors or components. By combining, firms would be able to strengthen
their technical and financial basis and so to take certain risks, at the
same time offering better price conditions, and this would cert4inly
serve to widen the outlets for nuclear power planrs both inside the
Community  and on export markets.
In order to stimulate  the formation of such groups, the Communityl
for its part, ought wherever possible to give priority to the multinariona,
groups thus established as regards grants from the Development  Fund.
Salety of nuclear installations
231. The activities of the Commission as regards nuclear industrial
sa{ety are as follows:
(a) The study of technical safety aspects of particular nuclear
installations within the Community;
(b) The comparative study of working methods both within the
Community  and in non-member countries, and also the co-ordina-
tion of programmes  of supplementary  experimental and theoretical
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These studies entail the standardization,  either pragmatically or
in a more systematic manner, of the methods used in the various
countries.
Study ol the tecbnical  safety dspects of nwclear  installations
in the Communitv
232. The studies carried out under basic contracts concluded with
companies operating nuclear power plants under the Euratom/US
Agreement for Co-operation have been continued, as have those carried
out at government  request or under agreements between Member
States and the Commission.
As in the past, all these studies have been conducted in close
co-operation with the responsible  national authorities and bodies,
while at the same time permitting the maximum  possible collaboration
of experts from the corresponding bodies in the other Member
States, and where appropriate  of experts from non-member countries,
thus bringing about a large measure of co-operation between the
available  specialists.
During the period concerned, these studies related mainly to
safety aspects of the nuclear power plants at Chooz (France) and
Dodewaard  (Netherlands), and also to the Otto Hahn marine reactor
and the Eurochemic  chemical reprocessing plant (Belgium).
Studies on worhing methods and the co-ordination of swpplementary
e xp erimental and th eor etical r es earch pro grammes
233. Like the above studies, these are carried out in conjunction with
the appropriate specialist bodies.
Views and information have also been exchanged  with the
technical  bodies specializing in the inspection  and supervision  of
nuclear installations and with operators and constructors, either through
multilateral  contacts with experts in the Member States and non-member
countries,  or through active participation by the Commission in projects
launched by the International Atomic Energy Agency (IAEA) or the
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Many experts from the Community and also from the UKAEA
and USAEC have participated in these activities, e.g. the specialized
coiloquia held at Ispra in June L958 and at Delft in December 1958.
The former, organized by the Committee on Reactor Safety Techniques
(CREST),  dealt with the reliability of electrical equipment and systems
in nuclear installations,  and the lamer with the safety of pressurized steel
vessels.
The CREST specialist subcommittee,  composed of representatives
of the CNEN (Italy), the Institut fiir Mess- und Regelungstechnik
('West Germany), the CEA (France) and the USAEC (USA), and
chaired by the representative of the Commission,  has continued its
work; it is to make a critical study of the technical  aspects of light-
watef reactors in liaison with various programmes of experimental
research  and analytical calculations conducted  in the various countries.
A progress report was presented at the fourth meefing of CREST in
October 1968.
THE INDUSTRIAL APPLICATIONS  OF RESEARCH
Growth industries
234. In accordance  with the wishes expressed in the First Medium-
term Economic Policy Programme,  the Commission has organized,
firstly, a study on the electronics  industry in the Community countries
and the problem of American investments, and secondly, a study on
electronics  research and development in the Community countries and
the main non-member countries. These two studies are in the course of
publication. Apart from collaboration in the preparation  of the second
programme,  efforts have been especially directed towards two fields
which, according to the terms of the Council resolution  of 3L October
L967, are to form the subject of consultations among the Member
States with a view to co-operative action in industrial technology. The
fields in question are information  science and telecommunications,
where two series of projects for possible co-operation were proposed
in reports, which it has not been possible to submit to the 'lforking
Group on Scientific and Technical Research Policy owing to the inter-
ruption of its work.
235. The Commission  has asked an economic research institute to carry
out a study on the aerospace industries of the Community. The200  ESTABLISHMENT oF THE ECoNoMIc  UNIoN
work is well in hand, and the final study is due to be finished before
the end of.1.958.
Radiations and radioisotoPes
236. The importance of the industrial and economic implications
of the use of radiations and radioisotopes has induced the Commission
to foster the development of isotope techniques and to promote their
use in all sectors of industry and technology which are seeking to
improve their productivity and competitiveness. The Commission's
intervention on behalf of the radioisotopes  and related industries is
aimed at consolidating  the isotope sector, facilitating the creation of
new related industrial branches and providing other industries with
advanced ways and means of rationalization and automation.
The limited funds available in each country and the comparative
smallness of the national markets make it  necessary to  ensure,
through concerted  action, a satisfactory meshing of the successive
stages of both technical and industrial "promotiott" so as to create
conditions  favourable to the birth of technical innovations, on which
industry's competitive  capacity depends. The Commission's  efforts in
this direction, through the work of its "Eurisotop Office", can be
grouped under three headings: the promotion and publicizing of the
industrial application  of isotope techniques,  the creation of conditions
of a non-technical  nature such as to facilitate the adoption of these
techniques by industry,  and the fostering of technical innovations.
T'o promote industrial uses of isotopes and radiations by a more
direct transmission of knowledge  has been one of the Commission's
principal  aims. An information and demonstration  project known as
"IRAD",(r) aimed at publicizing irradiation  techniques  in a very wide
range of industries, was conducted  in Rome, Milan, Lyons and Munich
in  1968. Specific promotion drives-including the application of
activation  analysis in the steel industry, the adoption of gammagraphy
in civil engineering,(1) and the use o{ electrical radioisotope batteries
-together with the consultant services and the distribution of
"Eurisotop"  publications, helped to spread specific or more general
information on the technical or economic aspects of the industrial
applications of isotopes and radiation.
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.  These techniques, which are new and in many ways revolutionary,
also have to be fitted into the present economic, iocial and legai
context. The commission is therefore having studies carried our on
the various aspecs of the use of isotopes and radiations,  with a view
to providing the circles concerned with greater information and to
drawing up recommendations by which industry can more easily adopt
isotope techniques. As the creation of concrete and practical administra-
tive conditions is of prior importance for those fields which have
already attained technical maturity, studies have been undertaken
on the marketing  aspect of radioisotopes and non-technical conditions
governing the use of radiometric  devices.
In this sector, where structures are not yet consolidated and
where the partitioned state of the community market and the narrow
scope offered by each national market stunt the growth of technical
innovations, the Commission has taken pains to stimulate and back up
industrial initiative by appropriate steps in an effort to  prevenr
impairment  of firms' competitive capacity in the coming years. A-ong
its activities of this type, special mention should be made of the
following: a target programme for the concerted development of
nuclear techniques to meet the textile industry's requirements; measures
to encourage  the development of irradiated wood-plastic composires
and of salmonella destruction by irradiation of fodder; and the
development of radiometric techniques for monitoring air pollution,
measuring  beer densities and regulating the transport of solids by
compressed air or compressed  liquid"
Technical research  and promotion of steel conswmption
237. The Commission has continued  its research effort while bearing
in mind the present and future needs of the Community's iron and
steel industry.
In the iron ore sector, the Commission in 1968 encouraged
research on the structure of agglomerates and the fabrication  of
crude pellets, with the aim of ensuring that Community ores account
for an economically  justifiable proporrion of supplies to Community
blast furnaces.
Research  now in progress is directed to improving the quality
of foundry pig with a view ro encouraging foundries to use a greater
quantity of pig in proportion to the quantiry of scrap used.2OZ  ESTABLISHMEN.T  OF THE ECONOMIC  UNION
During 1968, the Commission also encouraged the pilot-scale
development  of a new steel production process ("Rotovert") designed
to improve the present oxygen conversion techniques.-Community
,.r."tih on fhe lontinuous  conversion of iron to steel by use of
oxygen has yielded sufficiently  encouraging  results to decide the com-
mission to step up its aid to this sector.
Measutements are an essential prerequisite for automation, and
here the Commission is financing a collective programme for the
development  of continuous measurement methods and equipment using
pro..ri., based on various physical phenomena-radioisotopes, lasers,
ultrasonics,  etc. Considerable  attention has been paid to non-destructive
quality controls, the Commission encouraging special res-earch on the
g"-..t"g."phic probing of semi-products, which is one of the physical
techniques used here.
238. T[e activities of the ECSC as regards technical  research on iron
and steel have extended since t966 to the promotion of the use of
steel. In this connection, it has organized  steel congresses' the most
recent of which was held in Luxembourg in July 1968. Its subject
was "Steel in the Chemical Industries", and its success was proof
of the interest which producers  and users take in this kind of meeting.
In the field of metal physics, the Commission has encouraged
basic research  aimed at providing the iron industry with the means
of obtaining steels with improved mechanical  ploperties, in particular
high tensile strength, without a marked increase in the prime cost.
The Commission  gave assistance in 7968 to a new research project
in this field which is a practical application of previous work and
concerns the fabrication of certain products by thermomechanical
processes.
One large field of research concerns the intensified  study of
the utilization properties of steels. In view of the results of an initial
Joint Com-uttity- programme,(1)  the Commission has decided to
ln.ourug. a supplemintary programme  designed to increase the potential
applications  and to facilitate the conversion and utilization of steels.
In-addition, special research projects have been undertaken which
relate to the metallurgical qualities of certain pafts fabricated
by means of high-energy  cold-shaping  processes.
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3. Scientific, technical and nuclear  research policy
GENERAL ASPECTS OF SCIENTIFIC AND TECHNICAL POLICY
239. Today there is no longer any disputing the fact that research
and innovation are vital to economic growth. The searching public
discussion on this subject in recent years, and particularly in the
European  Padiament, has given rise to a general  awareness of the
need to step up the research effort in order to assure the Community's
industry of its rightful place in the economy  of the future.
The Member States paid due heed to this necessity  when drawing
up their budgets for the financial year 1968. Their expenditure on
research and development showed marked increases on the previous
year,
Table 11 shows the sums devoted to research by the public
authorities in the Community  countries,  the US and the UK.
TABLE 11"
Public expenditure on research
Country
Belgium
France
Italy
Netherlands
West Germany(8)
Community
UK
USA
1,89
1,783
29't
221.
850
3,334
1,,450
16,150
8
t2(')
11
t6
q
204
(1
322
256
925
+
+
+
+
+
+ 11.1
(')
(')
(1) Figures not available at time of going to press.
t-l r.rovtsronat  esnmates.
(3) These figures do not include the expenditure of the Linder.204 ESTABLISHMENT OF THE ECONOMIC  UNION
In the promotion of research in the Community  by the public
authorities, priority has been accorded to nuclear research,  space
research and information science. Several of the Member States have
recently shown an increased interest in oceanology. Today the Com-
munity's initial leeway in nuclear technology compared with other
industrialized  countries has to a large extent been made up, although
the absence of a unified policy among the member countries in the
field of reactor development  and the excessively large number of
enterprises engaged in this sector continue to make for a lack of
co-ordination which detracts from overall efficiency. In certain of the
other fields of research  the gap is still pronounced.
240. A mere comparison  of the efforts of the various industrialized
countries suffices to show that in order to safeguard Community
industry's competitive  power on the wodd market more rational use
must be made of the funds invested in research. For the countries
concerned simply to increase their own spending on research and
development would only-on account of the limitations inherent in
the economic capacity of the individual Member States-be a partial
solution to the problem, since it  would not remedy the existing
fragmentation of efforts on the Community  level.
This fact having been established, the Council, the Member
States' representatives  in the Council, and the Commission adopted
a resolution on 31 December 1967 inwhichtheyexpressedthe wish to
undertake  energetic action to reinvigorate and promote scientific
and technical research and industrial innovation.  The following decisions
were taken on this occasion:
(a) to undertake, as a step towards economic integration, action
designed to improve the general conditions of research and
innovation (in particular, consideration must be given to creating
a system of European company law and a European patent and
to the harmonization  of tax systems)  ;
(b) to entrust a certain number of very important tasks to the
Medium-term Economic Policy Committee's  'Working Group on
Scientific and Technical Research  Policy.
The details of this important resolution were reported on last
year. Here it will merely be recalled that very tight schedules were
laid down for some of the tasks, in view of their urgency. The
'Working Group on Scientific  and Technical Research Policy was toSCIENTIFIC, TECHNICAL AND NUCLEAR  RESEARCH  POLICY 20s
have submitted a report before 1 March 1,968 on the possibirity
co-operation in cerrain specified fields and the possible inclusion
other fields. The committee of Permanent Representatives  was to
enabled to puf its conclusions  be{ore the Council by 1 July 196g.
of
of
be
In view of the short time available the work was put in hand
immediately with all dispatch. Expert groups were set up for each
sector mentioned in the resolution (information science, telicommuni-
cations, new means of transport, oceanography,  metallurgy,  abatement
of nuisances,  and meteorology).  Thanks to the activity of the rapporteurs
(both national representatives  and commission  officials), tire experr
groups' discussions very soon led to the preparation  of interim reporrs.
Contrary to expectations,  however, the schedule laid down by the
council could not be adhered to because the -Jflorking Group and its
expert groups were unable to hold meetings  after l February 1968.
This suspension of work was due to the fact that the council
had been unable to reach an agreement on the problem of collaboration
with other European countries, which also had to be discussed,  in
compliance with the Resolution of 31 october 1967. This sremmed
directly from the political crisis as a result of which the council,s
meeting on 18 and 19 December 1967 to discuss the application for
membership  came to an unproductive  close.
241. This calling of a halt ro work which had been undertaken with
so much drive did not iail to stir the Commission to action, and it received valuable support in this from the European  parliament,
which has repeatedly issued pressing calls manifesting its concern
at the stagnation of the community's  efforr in the icientific and
technical fields. Special mention may be made of the following:  the
debate during the March 1958 session on the Commission,,  ,.ply to
spoken question No. 18/57 put down by Mr. Pedini, the debate during
the october session on the report by Mr. Bersani and three written
questions put to the Commission by Mr. Oele and Mr. Vredeling.
As regards the steps taken by the Commission,  mention  musf
first of all be made of the following two initiatives:  on 2 April 1968
the commission submitted an opinion to the council on certain problems
relating to the applications for membership, in which it recommended
that the council take simultaneous decisions  on concrete  action regarding
research policy and on methods of collaborating  with the UniteJ
Kingdom  and the other states wishing to join. In its memorandum206  ESTABLISHMENT OF THE ECONOMIC  UNION
to the Council dated 15 May 1968, the Commission outlined its ideas
on the basic problems underlying technological co-operation in Europe
and endeavoured to show, by means of actual examples,  how urgent
it was to continue the work already begun. Furthermore,  the Commission
tried to map out, even more clearly than in its Opinion of 2 April
1968, the gineral pattern of the collaboration arrangements to be
implemented with a view to enabling any states which are interested
to become members subsequently.
242. The Commission's satisfaction was all the greater when the
Council finally decided on 10 December  1968 to resume the Com-
munity's  scientific and technical research activities. It was resolved that
the Council should put into effect by 1 July 7969 the decisions taken on
31 October 1,967. It is for this reason that the Vorking Group on
Scientific and Technical Research Policy has to submit, not later than
L March 7969,the report whose preparation was interrupted  by events.
Considering the reasons for this interruption, it comes as no sur-
prise that the resolution of 10 December 1968 should have dealt at very
great length with relations with other European countries, particularly
those wishing to join the Community.  Emphasis is laid expressly on the
fact that the rWorking Group on Scientific and Technical Research
Policy will be required to give consideration to possibilities for collab-
oration with European non-member countries. The Council will then
examine the report and draw initial conclusions  on the concrete steps to
be undertaken. In the light of these conclusions the Council will for-
ward proposals for co-operation to the interested European countries,
notably  those which have applied {or membership.  It will then receive,
through the appropriate  channels, the opinions  of the interested states
on the proposals in question and will discuss any replies and suggestions
they submit. Finally, in order to prepare the ground for the discussions
between the competent ministers of the Six and the other European
countries and the Commission's reptesentatives,  the Council and the
interested  non-member countries will call meetings of government
experts and the Commission's staff for a review of the various prob-
lems-technical,  financi  a7, etc.-raised by the implementation of these
schemes.
243. The resolution of t0 December 1"968, therefore, settled a Yety
serious difference of opinion between the Member States, but one
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the best approach to follow in implementing a joint policy in new
fields of scientific  and technical research, or even in any new field. It
may be asked, after the eyent, whether the increasing  difficulties  experi-
enced in almost all fields of scientific  and technical co-operation  at a Euro-
pean level did not of themselves help to close the ranks. The fact is that
during the year under review, as already mentioned in the Commission's
memorandum to the Council dated 15 May L968, several far-reaching
decisions  had to be made, notably in sectors on which much of the
Member States' effortsare concentrated.  By the end of.t968, however,
only a few of these decisions  had been taken or had reached a pre-
paratory stage which gave grounds to assume that processing would be
completed within a relatively short time.
The position was as follows:
In the field of nuclear research, which directly involves the Com-
munity, a decision on a new multiannual  programme for Euratom
should have been taken before the end of the year, but had to be put
off. for the second time. The following chapter deals in detail with the
course of the discussions regarding this programme. Let it be said
forthwith, however, that Euratom's activities  are still on a temporary
footing, as has been the case for a year already.
In the field of space research,  the Third European Space Con-
ference was intended to reach a decision on the proposed European
space programme and dispel the uncertainty due to the attitude of some
member states towards the future activities of ELDO and ESRO.
However, the Conference, though scheduled for July, finally took place
in Bonn on 12-'1.5 November and was unable to come to any agreement
on the proposed research programme.  A major step towards a more
rational organization  of European space research has nonetheless been
made, and a decision to merge ELDO and ESRO, the two existing
organizations, could be taken at the Fourth European Space Con-
ference  due to be held in Brussels in March 1970.It was also confirm-
ed that both organizations'programmes  would be continued,  and the
ELDO Council of Ministers, meeting in Bonn the day before the Third
European Space Conference, did no more than carry out some tech-
nical simplifications to the Europa I  and Europa II  programmes.
However, this result seems to have been partially called in question in
December L968 at the last meeting of the ELDO Council, when some
delegations again expressed  reservations about continuing with the
ELDO programmes;  consequently,  ELDO's L969 budget could not be
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It is as yet impossible to foresee the effect which this new uncer-
tainty will have on the elaboration of a European space research
policy.
In the field of aeronautics, the European  airbus project was a
subject for concern in 1"968, the Member States being reluctant to commit
themselves irrevocably. This hesitancy  arose from the fact that the
Member States would have had to undertake to buy enough aircraft to
guarantee the economic viability of the project, which has to meet
strong competition  from three American firms. A final decision on
this matter has not yet been taken.
In conclusion,  mention should be made of the proposed large
European particle accelerator. Doubt had arisen as to whether it would
be built owing to the attitude of a leading member of CERN. A solution
now appears possible following the meeting of the CERN Council at
Meyrin, near Geneva, on 2 and 3 October 1968. A 200 GeV accelerator
would first be built and its power subsequently raised to the 300
GeV rating specified in the original design. Although  a final decision
is not due to be taken until May L969 therc are grounds for assuming
that most of the CERN member states will agree to participate  in the
new project.
244. A quick rundown of the main events of 1,968 in the field of
scientific and technical collaboration  clearly reveals the situation in
which a good many of the most important organizations find them-
selves. This situation led the Commission to set out its thoughts on
the underlying  causes of the present difficulties in its memorandum to
the Council dated 15 May 1.968. Similarly to Mr. Bersani in his report
on European  policy with regard to research and technology, the Com-
mission advocated revamping the methods rhsed up to now. It is im-
possible here to detail the various ideas expressed; suffice it to mention
that the Commission  spoke out in favour of :
(a) the reorganization and rationalization of the efforts made in
the research  and development  field;
(b) the creation of economic and legal conditions conducive to the
promotion of research  and innovation;
(.)  the co-ordination  of public contracts;
(d)  the setting-up of machinery for stable joint financing;SCIENTIFIC. TECHNICAL  AND NUCLEAR  RESEARCH  POLICY  209
(e)  the comparison of national programmes with a view to deciding
priorities in line with the long-term aims of Europe's  economic
development.
One thing, however, is essential for any fundamental  progress in
co-operation in the field of research, namely, the elaboration of a pro-
cedure for giving Member States a complete  and clear idea of the objec-
tives which they are jointly pursuing in the various sectors. If the
Member States are the sole participants in a definite co-operative
project, they will be able to ensure that these objectives  are attained in
a rational manner. But even if other countries participate  in the joint
venture, prior agreement between the Member States could help to
throrv light on the objectives to be pursued in common with other
participants. This would lead to a strengthening of the underlying
political will, which is an essential condition for the continuity of
the work.
PREPARATION  OF THE NEIT MULTIANNUAL  EURATOM PROGRAMME
245. At the end of the previous section' the definition of common
aims lvas stated to be an essential condition for satisfactory co-operation;
this is particularly true of the nuclear sectof. The Council decision dated
2 December  1967, which was the starting point for the discussions  of
the 1968 programme, could clearly be regarded by the Member  States
as confirming  this principle.
As is known, the Commission put before the Council an interim
programme for the year 1968, since after it resumed its activities in
july 1,967 it was no longer possible to work out a new multiannual
ptogt"r.r-" for Euratom before the end of the year, i.e. belore the
completion of the second five-year  programme.  The essential aim of
this interim programme was to ensure that work continued, thus
gaining time for an overall discussion of joint objectives. At its
meeting on 8 December 1957 the Council accepted this proposal
(though limiting itself to direct Euratom activities) and adopted a
corresponding research budget for 1968. In the case of indirect activ-
ities carried out under contracts of association, the Council had
worked out a special procedure which would emphasize the value to
the Community  as a whole of pursuing this work under a new multi-
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including these projects in a supplementary budget for the year 1968.
At the same time the Council decided to take a decision before 30 June
1958 on the broad lines of Euratom's  future activity' so as to enable
the Commission  to subrnit programme proposals  to the Council.
246. The Council did not succeed in carrying out the work-plan out-
lined in its decision of 8 December  1967.
The examination of existing associations, which because of its
relevance to the possible increasing of the 1968 budget was to be
conrpleted by 1 March 7968, did not meet with unanimous  approval
except as regards work in the field of controlled  nuclear fusion and
part of the work in the field ot biology and radiological protection.
In the field of reactor development no progress was achieved. This
last point was not dealt with separately by the Council, because the
latter's discussions on the broad lines of future Euratom activity con-
tinued to centre on an attempt to reach agreement on activities which
are still blocked. In the hope of putting at least the partial result of
these deliberations  to good use, the Commission  submitted to the Coun-
cil on 24 luly 7968 a preliminary draft supplementary budget to the
1968 research  budget, which included some additional appropriations for
the Joint Research Centre together with funds for approved activities
in the fields of controlled nuclear fusion and radiological protection,
as u'ell as for Community participation  in the Dragon project. Ffowever,
at its 30 laly 1.968 meeting the Council decided to include only the
last-mentioned of the Commission's proposals in its draft supplemen-
tary budget, while approving fhe extension of the Dragon agreement
from 1 January t968 to 3L March 1,970.(t)
Failing agreement  on Euratom's future activities, the Council post-
poned to a later date its decision on the Commission's proposals con-
cerning nuclear fusion and radiological  protection.
247. At the beginning of.1968 the Commission had already prepared a
discussion  paper on this point, which it submitted to the Council in
its communication  of 6 March L968. In the course of the ensuing  dis-
cussions unanimity  was reached on only a few points, the major issues-
reactor development and large areas of the Joint Research Centre's
activity*still being the subjet of controversy. Owing to this diver-
(1) The supplement to the draft research budget for 1958 was adopted by the Council in " 
its finaiiorm on29 October 1968, as soon as the European  Parliament  had made
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gence of views the decisive meeting of the Council had to be postponed
several times. As a result the Council finally abandoned the schedule
agreed to on 8 December 1967 and deferred until after the summer
vacation the meeting planned for 28 June.
The Commission was thus faced with a new situation.  In view of
the state of the discussions it could not hope' by following the proce-
dure laid down on 8 December  1967, to put forward programme pro-
posals within the necessary time-limit, for the essential  requirement
for the drawing up of a research budget 6or L968 was that the decision
on the programme  should be taken before the end of the year. The
Commission therefore made use of its right of initiative  and, acting in
accordance with ArticlesT and777 of. the Euratom Trcaty, submitted  to
the Council a proposal for a new multiannual Euratom programme,
together with a preliminary draft of a research and investment budget
for 1969.
At the same time the Commission presented a survey o{ the
problems relating to the Community's  nuclear policy, in which it stated
the lessons which it had learned from more than ten years' experience
of implementing  the Euratom Treaty. In addition, it set the research
activities in the wider context of the Community's  general (i.e. industrial
and energy) policy, and made proposals for integrating all nuclear
activities into a coherent Community  framework.
248. The draft programme itself was based on an analysis of the Com-
munity's nuclear situation as outlined in the survey, and on the princi-
ples of action set out therein. In addition, it took into account  as far as
possible the guidelines which could be deduced from the Council's
decisions of 8 December  1967.
As a result the Commission:
(a) oriented the programme towards direct and indirect activity, the
direct activity ensuring the optimum utilization of the potential of
the Joint Research Centre establishments  and the indirect activity
relating to the funds sunk by the Community in contracts of
association;
(b) availed itself of the possibility of making individual projects in the
multiannual  programme of variable duration;
(c) seized the opportunity of backing other forms of activity for
which a modified key can be used in calculating financial partici-
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(d) took into account the need to ensure the execution of tasks laid
down by the Treaty, such as training and the dissemination  of
information.
On the other hand, the Commission did not include in its proposal
the solution of the following problems, which require further study:
(a) supply of enriched uranium, concerning which no proposal was
made, as work is in progress on the subject;
(b) modification of the Statute of Service, which involves preliminary
legal issues;
(c) use of the Joint Nuclear Research Centre for non-nuclear re-
search.
The main features of the programme presented by the Com-
mission were the continuation of reactor development, medium-term
research projects of a more basic nature and of general interest, and
public service activities.
In view of the industrial implications  of reacror developmenr
work, the Commission emphasized the need for negotiations with
Member States as soon as possible in order to define new modes of
action in this field. The Commission proposed that the work in pro-
gress at the Joint Research Centre be continued during the transitional
period, i.e. for one year in the case of fast reactors and high-temperature
reactors, for three years in the case of heavy-water feactors, and for
five years in the case of the plutonium  programme  and technological
work on the development of reactor types. Furthermore, scientific
personnel  seconded  by the Commission to the various associations
should remain where they are for the time being.
The medium-term  research projects of general interest proposed
by the Commission are in the following fields: reactor physics, con-
densed  state physics,  direct conversion, study of materials, nuclear fusion,
biological  research,  radiological protection and technical and economic
studies.
The public service activities  proposed in the Commission's pro-
gramme covered the work of the European Scientific Data Processing
Centre (CETIS), the Central Bureau for Nuclear  Measurements (CBNM),
and the BR-2 and HFR reactors. Mention should also be made of the
proposals put forward by the Commission  in a variety of fields including
the use of isotopes and radiations in industry and technology, the dis-
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'$7ith regard to CETIS, the Commission  proposed that its autonratic
computation  programme should be backed up by a data processing pro-
gramme.
The staff of the CBNM were to be increased and its activities
widened to include the standardization  of radiological protection ap-
paratus. As regards the dissemination of information, training  and
co-ordination, the Commission  proposed  that the appropriations be
increased in order to offset the reduction in work performed under
contract.
The total funds requested by the Commission for conducting  its
research and investment  programme were 336 million u.a.
249. The Commission's programme  proposals were examined by the
Council at its meeting on 28 November 1'968. Unanimous  agreement
was reached  on only a limited number of the proposals.  Since agreement
could not be achieved on a transitional solution which would have per-
mitted a thorough discussion  of the problems underlying Community
nuclear policy, the Council authorized a committee of high-ranking
officials to examine in conjunction  with the Commission the possibility
of drawing  up an alternative programme. They were asked to look into
the prospects of exploiting the potentialities of the Joint Nuclear Re-
search Centre by using it to carry out joint programmes'  complementary
programmes and non-nuclear work. The group was able to study only
the first two of these three points; furthermore, it was tackling  the
question of the prospects of complementary programmes for the first
time. Previously most of the delegations  had not been in a position to
take these programmes into consideration,  because  by the decision of
8 December 1967 the joint programme was to be as wide as possible,
and the conclusion that it was impossible to extend this programme
could only be reached after discussion at the highest level. As had been
expected,  the committee  was unable to draw up an alternative  pro-
gramme. It confined itself to formulating conclusions, based on the
Commission's  proposals, concerning the prospects of agreement  on either
a joint programme or complementary programmes.
250. The Council met again on 20 December  1968 to consider  the
results of the group's work. It finally adopted a 48.43 million u.a.
one-year  research and training programme, giving equal importance  to a
joint programme  and to complementary  programmes  in which only five
Member States participated - 
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number. At the same time the Council decided to adopt a new multi-
annual programme before 1 July 1969, and before this date to examine
the criteria and principles  governing a co-ordinated  nuclear industrial
policy. Finally, on the basis of its resolutions on general research  policy,
it decided to define new non-nuclear activities which could be carried
out by Euratom's Joint Research Centre.
More exactly, the programme  approved  by the Council for the
year'1969 is made up as follows:
Jointprogramme (24.03 million u.a.): fast reactors (indirect acrion),
heavy-water reactors (Essor), high-temperature  gas reactors (indirect
action), plutonium  and transplutonium elements (in part), fusion and
plasma physics, biology and health physics, nuclear measurements and
standards, industrial applications of radioisotopes, dissemination of
information, training, and co-ordinating  activities.
Complementary  programmes (24.4 million u.a.): fast reacors
(Ispra, direct action), heavy-water reactors (non-specific research,  spe-
cific research on light-water  and heavy-water  variants), high-temperature
gas reactors (direct action), technological problems (plantsafery, deter-
mination of fissile content),  plutonium and transplutonium  elemenus,
reactor physics, condensed  state physics, nuclear materials,  direct energy
conversion, biology and health physics (application to medicine,  biology
and agriculture), information processing (CETIS), BR-2, HFR.
The Council decided to block the funds for the second half of
1969 in order to lend greater weight to the proposed  timescale of
discussions on a new multiannual  programme.
All in all, it has to be said that this decision of the Council pro-
duced no solution whatever to the Community's long-term  nuclear
problems.
The Council has therefore drawn up another timescale while at the
same time stating that it wishes to resume examination  of the existing
difficulties in both technological and industrial policy. On the positive
side, the Council's decision has again enabled the Joint Research Centre
to continue its activities, even if. alarge proportion  of these activities is
not financed by all six of the Member States. But while the total
amount of the new programme is seen to exceed that of the provisional
programme  for the financial year 7968, mainly because a wide range of
indirect activities in the fields of biology and plasma physics have been
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Euratom's position is still precarious.  At the Council meeting on 20 De-
cember 1968 this fact was emphasized not only by the Commission but
also by the representatives  of several Member States, who expressed
their fears as to the possible effects of this state of affairs on the Com-
munity's scientific policy.
THE COMMISSION'S  NUCLEAR  POLICY
257. After having for ten years been the focus of large-scale joint activ-
ity under Euratom sponsorship, the nuclear sector has now been sub-
jected to a minute analysis by the Commission with the aim of deducing
from past experience and achievements  the objectives to be pursued
and the means to be employed for the purpose. The results of this
analysis were stated in a survey of the problems  relating to nuclear
developments within the Community,  which the Commission  forwarded
to the Council together with its proposal for a new multiannrial pro-
gramme and its preliminary draft budget for the financial year 1'968.(L)
In this report, the Commission pointed out that, after ten years of
implementation  of the Euratom  Treaty, the Community  had made very
little progress towards achieving its aim of creating the conditions
,r...rory for the development of a powerful nuclear industry. The
reason is that, generally speaking, the Community has not succeeded
in co-ordinating the efforts of its Member States and still less in welding
them into a coherent whole, even if Euratom's own activities have
frequently yielded good results within the limits imposed on this organi-
zation. The fragmentation  of research and development  programmes  in
the Community has had the effect not only of reducing the efficacy of
the projects undertaken, but also of hampering  the creation of a-genuine
,rrr.l."t common market, as the Member States have reserved appro-
priations and public contracts for their own domestic  industries.  As
lhe orders placed by the electricity utilities have in practically every
case been awarded to domestic  constructors, the growth of the nuclear
industry within the Community  has not been furthered by the abolition
of tariff barriers and quota restrictions  as soon as the Euratom Treaty
came into force.
It cannot be argued that the Community has not made adequate
sums available to research in the nuclear sector, and it is accordingly
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all the more regrettable to observe that the industrial and commercial
return on the financial outlay in Europe has been so low.
In spite of the higher cost of conventional  energy in Europe,the num-
ber of nuclear power plants under construction, on orderorplannedin  the
Community  is only 16, representing some 6,500 M\ff/e, in comparison
with 87 units in the United States, representing some 70,000 M\fe.
From the industrial standpoint, it  is  also noteworthy  that the
87 power plants in the USA are being or are to be built by four or five
contracting firms, whereas the 16 units in Europe are being or are to
be built by about 12 firms. The total value of the orders placed in the
Community is less than that of the orders placed with each of the
American firms.
These figures afford an idea of the extent of the gap existing in
this field. They illustrate a situation which is due in large Ereasure to
the fragmentation of efforts, which has been made mostly at the
national level and with national objectives in view. The weakness of
industrial  structures within the Community  is in fact the result as much
as the cause of this lack of co-ordination  of officially sponsored pro-
jects.
Admittedly, in the present state of Community development,
member countries are inevitably concerned to pursue certain objectives
of their own in the nuclear sector. Even so, between this present
state of aftairs and the ideal situation, where there would be only one
nuclear policy in the Community, the Commission  feels that several
stages are possible.
I
252. Having regard to the foregoing, the Commission has advocated in
its survey repoft four types of action calculated to enable the Com-
munity economy to reap a more substantial reward from the research
undertaken and the scientific and technical successes obtained.
The steps taken with a view to the industrial promotion  of reac-
tors have already been dealt with in detail in the "Industrial Structure
Policy" section of this chapter.(1)
The Commission  recommends co-ordination  in order to rationalize
the national and Community efforts in reactor research and develop-
ment. For this purpose, an immediate start must be made on ensuring
a concentration of effort by taking a number of decisions in common
(t) Su"lZS 
"t 
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concerning the choice of unproven reactor types. 'While such decisions
are difficult to take in vierv of the unreliability of the technological
data, it is nonetheless necessary to arrive at agreement on the follow-
ing principles:
(a) it is advisable simply to pursue the development  of the most
promising variants and to build prototypes  only within the con-
text of development  programmes based on the potential and
requirements  of the Community as a whole;
(b) programmes concerned with basic research on and development
of components  should be integrated and harmonized at Com-
munity level;
(c) the collaboration  of the Member  States' industries in the con-
struction of prototypes and components  which would be afforded
by the concerted use of official appropriations  should be so
designed that it will also warrant collaboration in the series
manufacture of the reactor type evolved from these prototypes'
By making use of the joint enterprise  status, it is possible to
pursue common aims through the concerted action of national and Com-
munity public bodies and, perhaps, of the industries concerned. By
reason of the flexibility which it offers from an organizational and
financing standpoint, this status should enable certain projects to be
carried out by the six countries  jointly, and could even be applied when
it is not possible for all the Member  States to participate.
As far as industrial measures relating to supply are concerned,
the Commission reserves the right to submit proposals regarding long-
term enriched uranium  supply arrangements for the Community,  on
the basis of the report to be drawn up by the CCNR and in compliance
with the Council's resolution  of 8 December  1967. 'Without wishing to
anticipate these proposals, the Commission has emphasized, in its
survey of the problems relating to nuclear policy, that the most logical
solution would be to build a Community isotope separation  plant that
enjoys all the advantages  afforded by the provisions of the Euratom
Treaty for "joint enterprises".(r)
Finally, the Commission has also advocated rationalizing nuclear
research efforts in order to alleviate the difficulties experienced in the
various fields of the Community's activity (co-ordination of programmes'
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execution of the Community's own research and development  pro-
grammes and public service activities), and in particular where rela-
tively rapid industrial results could be expected. It would be advisable
to consider in each case whether it is preferable to develop entirely new
techniques or to rely on results already obtained elsewhere with a
view to exploiting them independently.  This means that the Com-
mission would have to be notified, under Article 5 of the Euratom
Treaty, of all research programmes drawn up in the Member States
and to subject them to a searching examination in order that all nuclear
research  projects in the Community can be carried out under one and
the same system.
In order to achieve a balanced weighting of ef{orts within the
overall programme, the latter must also include more general  research
and the tasks of public interest which involve the industrial utilization
of nuclear techniques. However, basic research  should not be neglected,
nor must we rule out a tendency  towards  certain types of non-nuclear
research, and particulady  research on telecommunications,  materials and
biology, together with applications.
The lines of action resulting from the proposed  harmonization
will guarantee optimum employment of the services of the experts who
are carrying out research programmes  in the Community and who con-
stitute a potential the fragmentation of which would be regrettable.
A general approach of this kind to resolve problems  which are not
specific to the nuclear field would strengthen the overall efficiency.
In particular, the "fair return" problem will be the more easily solved
as the range of activities widens.
IMPLEMENTATION  OF THE RESEARCH AND INVESTMENT  PROGRAMME
Actiuities of the loint Research Centre
253. The programme for the activities of the Joint Research Centre in
1.968 had to fulfil the following requirements:
(a) to ensure sufficient continuity of current projects to avoid any
interruption  leading to a loss of earning capacity on the invest-
ments already made or to the resignation of scientific personnel;
(b) to avoid prejudicing the choice of suby'ect matter for the future
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It was in fact a question of planning for a year of transition, and
consequently indirect action in the form of research contracts  was
reduced by about 45o/" compared with 7957, thus representing no more
than 2.5o/o of the budget. As regards the contracts of association,  the
Commission asked its p"ttn.tt to continue the work carried out under
their conrracts, the financing now being the responsibility of the
respective governments.  \ilhen putting forward its proposals for a multi-
annual programme,  therefore, the Commission  suggested that grants
be made to cover the cost of funds advanced by its partners. In its
preliminary  draft supplementary  research.and investment  budget for the
?inancial year 1968,-ihe Commission had proposed the continuance of
biology and fusion activities, retention of the CETIS computer facilities
and extension of the Dragon Agreement. on this last point, agfee-
ment was reached in July 1,968 as regards the maintenance of the
QETIS computer (IBM 360/65); it was agreed to extend the lease until
the end of November 7968, but by means of transfers within the 1.968
budget rather than the granting of additional funds. As regards fusion
and"biology, the contraitors had from the outser of 1968 been faced
with a no*b.t of problems  affecting  mainly the financial aspect and
thereby the position of the personnel assigned to 1esearch-activities.
In some case-s, this state of affairs entailed the dismissal of highly skilled
scientists and their departure for the United States.
Apart from these activities of its own at the Joint Research  centre,
the Cohmission  has directed its attention to matters of safety and
protection, bringing under study the revision of the vafious emer-
lency plans and the regulations governing radiological protection.
in addition, the regulations applicable to non-Community personnel
working at the various establishments  are nearing completion'
In the reactor field, the project involving the operation of BR-2 by
Eurarom and the cEN within the framework of a joint enterprise is
already far advanced.
Actiuities ol the loint Research Centre Establishments
lspra Establishrnent
254. ln the absence of a decision concerning  the new multiannual
progfamme,  activity was continued on the basis of the previous five-
y."i plrt (1953-67). Very soon, however, these studies will have been
tompleted. In this context, the broad lines of the Ispra Establishment's
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\fork is in progress on rhe power run-up, scheduled for the near
future, of the Essor test reactor, which constitutes the Establishment's
major investment.  The in-pile organic liquid loop programme has been
defined and preparations are in hand. In addition to the organic loops,
a fog loop for testing the Cirene element is being installed.
The other reactors at the Centre, namely, Ispra-1, and ECO, have
been used for the Orgel Programme and for research in the reactor
field. They are operating normally, although ECO has nor been utilized
on a full-time basis owing to rhe lack of operating personnel.
The new computer for CETIS operated  highly satisfactorily  through-
out the year, and the total calculation  activities have exceeded ih.
maximum practical capacity of the former computer by a factor of
2.3. Owing to the lack of appropriations for the leasing of this machine,
temporary drawings have been made on other Research  Centre funds.
Maintenance of the installations  and replenishment of equipment
have been virtually impossible in the absence of appropri"iiont fot
this purpose, which means that in the near future provision will have
to be made for the replacemenr of a great deal of laboratory equipment
which has been in use for over five years.
Pending a decision on the construction of the Sora reactor,
activity in the field of condensed stare physics, which is centred on rhe
Ispra-L reactor, has confinued to yield results through the continued
development and normal operation of the devices set up around the
reactor, in co-operation with other groups at the Centre, with the aid
of conventional techniques. A considerable number of heavy-water
lattices have been studied in detail using the ECo and EXpo installa-
tions and also the CNEN's RB-1 critical assembly at Bologna.  These
studies cover plutonium elements also. The fast n..rtton converrer
Euracos was used to study a number of shieldings and, in particular,
mock-ups_simulating  cerrain structural details of reactor ihi"lditrgt.
Increasingly  accurate interpretation of these experiments  has resulted in
interesting developments in the field of reactor theory.
Activities in the field of marerials  and their applications, mosr
of which are directed to rhe orgel project, have been continued and
expanded,  still in the context of reacor families. The results obtained
have not been confined simply to the heavy-water  types but can also be
'sed_for 
other types and even for high-tempetutnt.  gas families or
breeder  reactors. These studies are concerned mainly with structural
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by fibres or by impregnation of an inert matrix with metals (impreg-
nated graphite). In addition, the development of advanced UC-base
fuels and studies on thorium and protactinium  progressed  normally.
Research into fast reactors consisted mainly in studies on the high-
temperature behaviour of mixed oxides and boiling sodium.
The technological studies were geared to the preparatory work on
the Essor irradiation  channels, and at the same time these experiments
were turned to account for research of a more general character  in the
field of structural  safety.
In the field of direct thermionic conversion, the work was carried
on by a small but active group, backed up by contracts placed in the
Community.  It is planned to extend these studies in co-operation
with Community or national  projects.
lnstitut e f or T r answr anium Elem.ent s, Karls rwb e
255. The Institute for Transuranium Elements continued its research
and development activities in the field of plutonium fuel; work was
started on transplutonium elements and substantial  progress was
accomplished in irradiated  fuel analysis.
'!(ith regard to plutonium fuels, the basic studies on plutonium
compounds were directed nrainly to determining the thermodynamic and
physical  properties offering technological  interest. The measurements
carried out were chiefly in the composition and temperature  ranges
which are of concern to fast reactor proiects.
Basic studies backed by irradiation experiments and detailed hot
cell examinations yielded information  of value in fast reactor develop-
ment; the influence of the stoichiometry  of mixed uranium/plutonium
oxides and of the radial fuel distribution in the cans was studied in
pins irradiated in the Dounreay fast reactor. Other irradiations are
now being carried out in this reactor and will open up the way for
studies of, for instance, the evolution of the fuel properties as a function
of the burn-up.
The mixed uranium/plutonium  oxides irradiated in a capsule in
the BR-2 reactor up to a burn-up of 100,000 M'Wd/t were examined  in
a hot cell. Other irradiations of this type are in progress or in prepa-
ration.222  ESTABLTSHMENT  oF THE EcoNoMic  UNIoN
An examination of the uranium/plutonium nitride pellets irradiated
in an instrumented capsule in the HFR reactof at Petten produced  useful
results which can be used as guidelines for the Commission's  future pro-
gramme.
Chemical  and isotopic analysis of irradiated fuels and accurate
determination of burn-ups have become routine techniques.
A study of fuel elements from the Kahl reactor has been carried
out and a study of fuel from the Garigliano reactor is under way, as
is also an analysis of fuel samples from the Rapsodie fast reactor.
Improvement and diversification of the analysis techniques is going
ahead.
A feature of the work carried out in the field of transplutonium
elemenfs  was the extraction of. 400 mg curium-242 hom americium-241
targets irradiated in the BR-2 reactor. This operation provided worth-
while experience in the handling of high-activity emitters. In addition,
some thermodynamic properties of americium oxide were determined.
Central Bureau lor Nuclear Measurements  (CBNM), Geel
256. At the Central Bureau for Nuclear Measurements,  the .linear
accelerator (Linac) and the van de Graaf accelerator have functioned
satisfactorily and at a high utilization rate. Particular mention should be
made of the fact that the improvement  of the Linac's performance  at
the beginning of the year has had the effect of increasing the number
of neutrons produced by the target by a factor of 2-2.5, which has
reduced proportionately  the time required for the neutron measurements.
This year, as before, a large number of neutron parameters
were determined,  again in accordance with the list of recommendations
made by the EANDC and the Community's  committee of experts.
Among these parameters,  those offering particular interest as neutron
standards were accorded increased attention.
As regards the other activities of the CBNM, the radioisotope
and stable and fissile isotope laboratories  continued  their programme
with the study and preparation of special standards for a large number
of laboratories. In particular,  the CBNM was concerned in the establish-
ment of the international  standard for Mnse.
The sample preparation  service, for its part, has adjusted to the
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more and more detailed.  This has resulted in a drop in the total number
of samples delivered and an increase in the quality of the services
rendered.
The ancillary services-calculation, chemistry, electronics and
metrology-have  had to improve their analysis  techniques and methods
in order to make their full contribution  to the measurements  carried
out by the other laboratories. As in previous years, they have per-
formed a great many operations  for outside laboratories.
The radiation protection service proceeded with its systematic
measurements  of radiations around large machines and developed a
number of detectors essendal for evaluation of the doses to the per-
sonnel.
Petten Establishment
257. During L968, the HFR reactor operated at 30 MW, canying out
programmes for the Joint Research Centre, the Member States and
private industry. On account of a decrease in demand  by the national re-
search centres for irradiations,  less use was made of the reactor in the
first half of the year than anticipated.
Even so, the JRC's internal programmes,  especially those con-
cerned with research on structural  materials and fuels, are entailing
increasingly  ambitious irradiation projects. Full-scale use is expected
to be attained in the course of. 7969. Meanwhile, a programme  has
been embarked upon for improving  the reactor so as to step up the
neutron flux and facilitate access; one of the fuel elements in the
central region of the reactor has been replaced by a device enabling this
position to be used for the high neutron dose irradiation of graphite
for the Establishment's nuclear materials laboratory  and the Dragon
and THTR associations.
Modification of the core geometry will make five more similar
positions available, as soon as new fuel elements containing  more
uranium than the present ones have been delivered.
The bulk of the research effort was focussed on graphite-materials.
In the field of commercial graphites, the Establishment continued with
the work initiated under the Dragon-THTR  Association  on Community-
made graphites, with the aim of selecting  the most suitable materials
for high+imperature gas-cooled  reactors' The Centre has in particular224 ESTABLISHMENT OF THE ECONOMIC  UNION
made an important contribution to the study of the mechanisms  in-
volved in graphite and pyrocarbon formation.
Further progress was also made with the work on structural  dam-
age caused by irradiations, as well as with the studies on oxidation
and on diffusion in body-centred cubic systems of refractory metals,
such as vanadium. The Establishment thus contributed to the studies
on the technology of high-temperature  fast reactors and at the same
time assisted the basic research  referred to above.
Major actiuities
Orgel and heauy-water  reactors
25B. GAAA (France), Interatom (Germany) and Montecatini-Edison
(Italy), who have been jointly engaged since 1 June 1967 on a tender
aimed at elaborating a detailed draft design, together with a firm bid
for the construction  of a 250 MlX/e Orgel nuclear power plant proto-
type, submitted their file at the end of 1968.
The reference reactor adopted uses a cluster of 18 pins in SAP-
clad uranium carbide fuel, slightly enriched in uranium-235,  the channels
being of zirconium alloy. The coolant is a mixture of hydrogenated
terphenyls, already used in the Canadian reactor \7R-1 (HB a0). The
power plant is designed to permit extrapolation to high-power generaring
stations of this type which can run on natural uranium.
In accordance with the tender conditions, the companies involved
have received scientific and technical  assistance  from the Commission
in numerous {ields, and in particular as regards the core and safety.
As a follow-through to the previous  work, contracts  have been awarded
for the industrial-scale production of the fuel element and the safety of
organic-cooled  installations.
The last provisional acceptance tests on the Essor reactor equipment
have been performed, as well as the modifications  required by the safety
authorities, who have approved the safety report. T'he operating team
took over the reactor in June 1,968 and started the blank tests in Sep-
tember 1968 in order to obtain the operating licence necessary for
running  the reactor up to power. This was issued by the Italian author-
ities on 14 November 1968. Thereactor went critical on 16 November
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As part of the prepatations for the multiannual  programme, a
procedure has been drawn up for determining  the advantages which
the installations  and the skills acquired by the Commission in connec-
tion with Orgel offer to those Member States which are designing
and/or building heavy-water reactors. During a meeting held at Ispra
on 8 and 9 April 1968, with representatives  of the bodies concerned
present, it was found possible to group numerous activities into a sort
of "package" of general interest.
The activities relating to the Cirene Programme Lor the develop-
ment of a light-water-cooled heavy-water-moderated  power reactor were
continued with appropriations  carried forward from 1,967. The associa-
tion in question-Comitato  nazionale per I'energia nucleare (CNEN) and
Euratom-was terminated at the end of the year.
Light-tuater  reactor deu elopment
259. As the interim research  programme did not include any appropria-
tions for activity of this kind, the Commission's efforts were confined to
the management of current design contracts.  Hence, despite the uni-
versally acknowledged need for mergers of industrial enterprises on an
international basis, the co-ordinating role assumed by the Commission
in the management of the various contracts placed with European
industry  has again diminished considerably over the past year.
As is known, a large part of the Community's light-water reactor
development  programme has been carried out under the Euratom/
United States Agreement for Co-operation. \fith  this agreement ex-
piring in the course of the coming year, the financial commitments
of the two contracting  parties have reached the maximum level com-
patible with their respective budgets, while conforming  to the principle
of an equivalent contribution.  The Commission  and the USAEC  have
therefore  each devoted about 28 million u.a. to the financing of the
Euratom/United  States joint research  and development programme over
the ten years from 1.959 to 1,968. k should be pointed out that this
amount is far below that originally provided for (100 million u.a.
on each side). Among the various reasons underlying such a substantial
reduction of the resources employed may be said to be the fact that
the number of nuclear power plants built in the Community under the
Euratom,/United  States Agreement for Co-operation has been appreciably
lower than that planned at the outset, and that the appropriations for226 ESTABLISIiMENT  OF THE ECONOMIC  UNION
such activity in the Community's  second five-year research  programme'
as well as the USAEC's budget, have been gradually whittled down.
In spite of these restrictions, the Euratom/United  States joint
programme represents a model of international co-operation,  the
working of which has been accorded general appreciation of a high
order. On the technical level, many important results have been
achieved which have laid the foundations for the development of
European light-water reactor variants. Among these, the high-power-
density boiling-water concept based on Vortex-type twisted-tape  fuel
has been proceeded with, and examination of the prototype  assembly
irradiated in the Kahl reactor has revealed the excellent behaviour
of the Vortex fuel after 24 months' exposure. Moreover, comparison
of the electricity  generating  cost in a boiling-water  nuclear power
plant optimized  f.or the Vortex system with that of a similar reactor
of conventional design has borne out the economic advantage  offered
by the European variant developed jointly by Snecma  and AEG.
The plutonium recycling studies have likewise been financed with
appropriations  outstanding  f rom the second  f ive-year research  programme.
Noteworthy among the results achieved this year is the series of
reactor physics experiments carried out by ENEL in its Garigliano
power plant with a dozen fuel assemblies having a mixed uranium/
plutonium oxide base. This work has yielded data of. some significance
as regards the design and calculation of plutonium recycling schemes
in light-water reactors. Similarly, the studies performed jointly by
Belgonucldaire  and the CEN on the Vdnus critical facility have enabled
considerable experimental  data to be acquired on UO r-PuO, lattices
in pressurized-water reactors. In addition, the fuel assembly with a
base of vipacked  UO r-PuO  2 powder which has been incorporated in the
BR-3/Vulcain  reactor has attained a mean burn-up of 25,000 M\(d/t.
Among the other European light-water reactor variants, mention
should be made of the renewed interest shown by constructors in
prestressed concrete pressure vessels. For the reasons outlined above,
the Commission's efforts have necessarily been on a very modest  scale,
being confined to a preliminary  conceptual study of a boiling-water
reactor equipped with a prestressed  concrete pressure  vessel. This study
is being carried out jointly by a French company (SEEE) and a
German company (AEG).
Lastly, the prolonged shutdown of the Trino Vercellese pressurized-
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being carried out by ENEL and Fiat for the purpose of determining
the reactor's performance. As a result, certain of the programme
aims have had to be revised.
P r ou en-typ e gas / grap bite r eactors
260. The few research contracts outstanding in this field have related
mainly to reactor vessels and thermal insulation problems.  Thus
concretes have been developed which show satisfactory resistance
to thermal cycling; their irradiation behaviour  has still to be verified.
The relevant measurements are now being analysed. Other in-pile
tests, however, have shown that integrated fast neutron fluxes o{ more
than 1020 nlcmz caused appreciable  damage to the usual types of
cement.
The experimental  programme on a 1/5 scale mock-up of a pressure
vessel designed by Krupp was carried out satisfactorily and demonstrated
the technical feasibility  of this type of vessel. The economic calculations
revealed the interest of this new system.
Research in the field of thermal shielding,  where the last remaining
contracts  expired in L968, provided a good knowledge  of the phenomena
inside heat insulation used for nuclear purposes and led to the develop-
ment of several efficient shielding systems.
A three-dimensional analytical computer code was developed
by GAAA on the basis of a method which is more sophiscicated  and
more complete as regards representation of the flux, temperatures  and
power density than the conventional two-dimensional methods  using
finite differences; the results, which have been verified experimentally
in the Latina and EDF-2 reactors. are more accurate and obtained
far more rapidly.
A first series of six irradiations of graphite samples in the
presence of CO2 and corrosion inhibitors in the BR-2 reactor has been
completed. The second series is now in progress. The initial results
indicate that the water content in the CO" has a more favourable
effect than that anticipated.
Fast reactors
261. The various projects in which the Community  has been associated
during 1,968 in implementation  of the Council's decision of 8 December228 ESTABLISHMENT OF THE ECONOMIC  UNION
1967 have been carried out in widely differing settings in the various
Member States.
It will be recalled that up to 31 December  1967, the Commtssron
was bound by contracts of association-extended where appropriate
by specific supplements-with  the French Atomic Energy Commission
(CEA), the Gesellschaft fiir  Kernforschung (GfK), the Belgian
Government  and Nederlandse Organisatie  voor Toegepast Natuurweten-
schappelijk Onderzoek  attached to the Reactor Centrum Nederland
(TNO/RCN). The Commission had also concluded with the Comitato
nazionale per I'energia nucleare (CNEN) for the period up to 31 Decem-
ber 1967 a shared-expenses study contract constituting a follow-up
to a contract of association which expired on 31June 1966;in addition,
it had signed a study contract expiring at the same date with the
Luxembourg  group Arbed-Gradel-Paul Wurth. At the end of L957, the
Commission forwarded to each of its contractors  a proposal the gist
of which was that they should continue  all the 1'967 work on a temporary
basis and at their own expense (after exhausting the contractual
appropriations);  the Euratom personnel seconded for the various
activities and the managing committees would remain at their posts
until at least 30 June 1968, the date put forward by the Council for
the possible resumption on a shared-expenses  basis of the associations
expiring on 3L December  1967 and the setting-up of appropriate
structures to embrace the activities not resumed under the associations.
As was stated above, the procedures for implementing the
activities in question differed widely from one Member State to
another, a position resulting from a de facto situation  characterized
in particular  by the Council's inability to find a solution acceptable
to all the parties concerned. Needless to say, this forced the Commission
to act with even more flexibility than it  had to employ in 1966
and!967 when confronted with the serious organizational and financing
problems recapitulated in the First General Report on the Activities of
the Communities.(r)
Fortunately,  these problems did not prevent all the technical
activities from proceeding more or less according to plan and thus
bearing out once more the place occupied by the Community among
the major nuclear powers engaged  in the development of fast reactors
(USSR, USA, UK and Japan). This was demonstrated  yet again by the
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international congress on fast reactors held at Argonne (USA) on
7-10 November 1958. Even if the desired concertation of efforts has not
been achieved, the Community  possesses all the specialized teams, fully
trained for their task; it is also equipped with all the major hardware,
which has been successfully  operated for nearly two years and some
items of which, in particular the Rapsodie experimental reactor,
have more than justified the hopes that had been placed in them.
The fast reactor field (which embraces the reprocessing  of irra-
diated fuel from such reactors) is cleady a priority for Community
action, which should be aimed at obtaining maximum efficiency
in research and at encouraging industrial firms to merge on a multi-
national basis. Commercial exploitation, free of all intervention on the
part of the public authorities, is not to be expected before about
1985. Between now and then, therefore, it is possible to co-ordinate
the activities of the Community  governments in a determined effort
on the part of all those concerned to work out and then to apply a
truly Community  solution in this field.
These activities,  which must, moreover, take account of present
knowledge, should be aimed at building one single 600-1000  MWe
precommercial reactor as head of the line for operation before 1980.
Assistance by the public authorities will be all important up to this
stage at least (notably as regards the financing of the operating
guarantee), and the amounts involved will be such that a parallel project
will be out of the question. It is at the development of this single
precommefcial  reactor, which should be as soon as possible, that all
efforts should be directed during the next few years, when the
conditions ought to be created {or the establishment  of a truly
Community  nuclear industry.
It was with this in mind that the Commission drew up its
programme proposals outlined in document  COM(68)801;  these must
begin with negotiations lasting probably one year, during which time
all the present activities must be continued.
High -temperature  gas reactors
Dragon Proiect
262. Inadiation of the second fuel charge was completed  half-way
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was shut down for a major maintenance programme,  consisting mainly
in the insertion of the third fuel charge and the replacement of the
primary heat exchangers. The third charge contains fuel tubes similar
to those which have been proposed for power reactors running on
low-enriched uranium.
The reactor was started up again on 1 July, but operation
has since been severely aff.ected by further leaks in the primary
heat exchangers. Corrective action has been taken to reduce to a
minimum the delay in the programme for irradiation of the third
charge.
In June, work was completed on a technical and economic
evaluation of a quasi-homogeneous  core power reactor fuelled with
low-enriched uranium.
At its meeting of 30 July L968, the Council approved  the
extension of the Dragon Agreement up to 31 March 1"970, on the
following conditions:
(a) Community's participation  to amount to 40o/o as of L January 1968;
(b) guarantees given by the UKAEA, provided that it decides to
continue  operation of the reactor after 3L March 7970, concerning:
(i) its willingness  to negotiate  a {urther extension under conditions
substantially the same as those in force since 1 January  L968;
(ii) access to the reactor, failing such an extension  of the project;
(c) postponement up to the beginning of. L969 of payment of the
amounts  due in accordance with the extension of the agreement.
As a result of the international collaboration under the Dragon
project, industrialists in the Community and in Britain have been able
to have access on equal terms to high-temperature gas reactor
technology; this facilitated the creation of the Inter Nuclear SA by
the three Community companies and a British nuclear  consortium
for co-operation in the development,  sale and construction  of this type
of reactor.
THTR Association
263. The development  of a pebble-bed  reactor using thorium  has been
continued under the Contract of Association signed in 1964, but without
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The results of irradiations of graphite, coated particles and
complete fuel spheres were discussed with the technical  experts from
Oak Ridge, who agreed to permit the use of these European fuel
elements  in the AVR reactor in order to ensure continued operation.
Design of 300 MWe prototype
264. On completion of the prototype evaluation and design work,
specialized technical documents  were drawn up and a tender submitted
by the firm of BBK to the \Jfest German Ministry for Science and
to the firm of HKG (a utilities grouping) for the construction  of
a 300 MWe reactor. The main results arrived at were made public
at Jiilich on 3-4 July 1,968.
Operation of tbe AVR reactor
265. From February to April 7968, and from June to August  1958,
the reactor operated at two thirds of its rated power, i.e. at 10 M'Sfe.
A brief full-power  test was performed in order to check the operating
characteristics.
Materials irradiation
266. The BR-2 reactor and its ancillary installations were operated
throughout the year under an agreenent of association  with the
Centre d'dtudes de l'dnergie nucldaire (CEN) at Mol. Following the
Council decision of 8 December 1967, the financing arrangements  for
this association had to be basically changed. In order to avoid
halting the irradiation programmes of its clients, the CEN undertook
to bear that part of the cost of running the reactor and its
ancillary  installations  which was not covered by revenue. As co-owner
of the installations,  Euratom left its personnel at the Centre and
assumed responsibility for their expenses.
The revenue of the BR-2 increased by about 50% compared
with previous years. The reactor operated {or about 200 days at a
rated power of 64 MW. As a result of the optimization  of the fuel
charges in the light of experience, the fuel consumption has been
kept extremely low. In order to meet requirements for high neutron232  ESTABLISHMENT OF THE ECONOMIC  UNION
flux sites, the core of the reactor has again been widened. The number
of channels occupied on average has risen from 39 to 45.
No major incident occured during operation. The heat exchangers
functioned satisfactorily. The reactor is mainly used for irradiating
structural materials and fuels for the fast reactor project being
developed  by a German/Belgian/Dutch  grouping.'!flork was also contin-
ued on the production of radioisotopes. As in previous years, a large
number of the irradiation devices were designed and built in the techno-
logy laboratory for clients in Community countries. Several items
of measuring  apparatus were developed {or post-irradiation  exam-
inations.
Thermonuclear fusion and plasma physics
267. As regards organization  and administration,  the year was marked
by the Council's decision of 8 December t967 and the various problems
stemming from it. The Commission's  financial contribudon to the
associations was therefore  blocked after L January 1968, various
arrangements being made with certain of the associated national
institutions.
Following the general agreement on the desirability of including
fusion and plasma physics in the future Euratom programme,  an
ad hoc group made up of representatives of the Commission and
expefts delegated by the member countries was set up to study a
programme of future activities. A joint programme  was thus mapped
out for all the existing associations  and for a new one, to be
concluded with the Belgian CEA as soon as possible.  The conclusions
arrived at by this group, reaffirming  the viabiliry and value of this
type of Community co-operation, were published in the form of a
document (5/415 f/58 CRN 5) forwarded  to the Council.
Despite what has been said above and the Council's  undertaking
on 8 December 7967 to take a decision with the effect backdated
to L January 1968 concerning activities which had received the
unanimous support of the member countries, a proposal along these
lines drawn up by the Commission and submitted to the Council
has not yet been approved. At the same time, the physicists and
technicians seconded by the Commission to the different laboratories
have continued to collaborate  effectively in the research projects  andSCIENTIFIC, TECHNICAL AND NUCLEAR  RESEARCH  POLICY  233
to carry out their duties in conditions which for the most part were
approximately  normal.
From the technical standpoint,  the most striking event was the
Third International conferenie on Fusion, held at Novosibirsk in
August 1g58. The results discussed there showed that plasma physics
il;;;";;.rsed steadily without any_ notable change in direction. The
i-pJtt"i.. of confinement  in a closed configuration  has been confirmed.
However, certain results obtained with open configurations have revived
interest in them to some extent. Mention should also be made of the
increasing interest shown by various laboratories in the technical
f.oft.-r"i"volved in building a thermonuclear  fusion reactor. These
itudies, although of a prelimin"ty n"t,rt" and based on the assumption
that the confiiement problem is solved (the experimental  results in
this field are quite encouraging), suggest the feasibility of constructing
such a react;r, which would produce electrical energy at prices
competitive with other sources of energy. out of a total of. 725 papers
,."d 
", 
the conferen ce,29 originated in laboratories in the community
and, of these, 13 *.r" co-aoihored  by members of the Commission's
staff.
To conclude, it may be noted that the progress and results
achieved  over rhe last few years will facilitat. thie elaboration of the
long-term scientific programmes;  in particular, closed configurations
;;iti *p;;"t to be tit" tott  promising and are forming the subject
of 
"n-irr.reasing 
number of itudies. Because of the large resources
i.q"ii.J, in t.ttit of funds, time and manpower, it would.be desirable
to'"uoii duplication of efiort by carrying out these studies under a
joint Comminity arrangement,  and it is regrettable that the Commission
i,  at the moment uiable to fulfil its function as co-ordinator
properly.
Biology
268. At its meeting of 8 December L967, the council decided to
suspend Communit/financing  of the programme  of contracts' Whenever
possible,  the Comm'ission  endiavooted  to pefsuade the national authol-
ities to rake over the burden it had borne previously. In this way
it was possible to tackle the most pressing problems facing the
contrad;rs. However, it was inevitable that an atmosphere of insecurity
and a feeling of profound disillusionment  should creep in'234  ESTABLISHMENT oF THE ECoNoMIC uNIoN
At the same meering of B December, the Council decided that
a position would be adopted before 30 June '].968 concerning the
future activities. It was for this purpose, in particular, thit an
ad hoc group of the CCNR met on 1,4 May and 5 June 1968. There
was a broad exchange of views between the national experts, who
were accompanied by their govefnments'  permanent representatives,
and the commission's staff. This was an extremely fruitful meeting
and resulted in unanimous  agreement being reached on a document
reflecting  the -group's views on the general aspect of the contents of
a multiannual  programme for the community. For the time being
the commission is restricting itself to the programme being carried
out at Ispra by the biology group, pending a decision as regards
indirect  action.
The research was mainly directed at radioecology,  in particurar
the, transport of radioactivity in the aquatic and terresirial elosystems
and at the radiocontamination  mechanisms in plants and soils. A
number of results concerning  the environ-.ttt of the Ispra centre
were obtained.
other research was conducted on harmful substances.  Long-term
chronic inhalation  tests were performed on various organic .o-ol".rt,
(Thermip, OMD, Esso solvent, etc.). Their toxicitv was {ound to
range from low to moderate.  Generally speaking,  they increase suscep-
tibility to respiratory  infections.  The detoxicati,on oi these subsrances
is -carried out by combination with the glucuronides,  glutathion or
sulphates-_X-rays have an indirect effect on these procerrl., 
", 
a result
of their physiological  action-(anorexia, polydipsia, poryurea). Finally,
certain results were obtained concerning the work-peiformed in the
fields of cellular technology, microdosimetry  and chemical and radio-
chemical measurements.
Irradiated fuel reprocessing
259. No new appropriarions  were available for this sector inthe i.96g
tide-over_programme,  so that only the progfamme on the development
of the fluorination process for reprocesiing irradiated fuels could
be continued, this being carried out by th- cEN under a shared-
expenses  contract. As was proposed by the council in its resolution
of 8 December 7967, the financing oi the rransirion period, which
ultimately extended over the whole oI 1,9egrwas assumedty the Belgian
Government.SCIENTIFIC, TECHNICAL AND NUCLEAR  RESEARCH  POLICY 23s
The work related mainly to the start-up of various plants,
as a result of which it was possible to caffy out pilot-scale experiments
on the volatilization  of uranium hexafluoride,  to volatilize plutonium
fluoride in macroscopic quantities (a few tens of grams) and, finally,
to conduct complete experiments with irradiated fuels. Despite the
inherent difficulties of this advanced  technology  the work progressed
satisfactorily and the data collected during the last few years have
enabled a start to be made on preliminary design studies for various
chemical volatilization schemes.
Treatment and disposal of radioactiue waste
270. As in the preceding  case, activities in this sector were limited,
owing to the lack of new approximations, to the administration of
projects which were commenced  under the Community's second five-
year terearch programme and were still uncompleted  at the end of
7967.
Development  work was continued on various processes  for the
treatment of medium-  and high-activity waste, notably via fixation of
the radioactive  elements on inorganic carriers by lyophilization or via
the selective separation of certain isotopes. Encouraging  results were
obtained. Most of these studies will, however, be interrupted at the
end of this year, at a time when insufficient progress  has been made
to enable any conclusions to be drawn as to the prospects for the
operation of these processes on an industrial scale.
Furthermore, the experimental study on methods for the ultimate
disposal of radioactive  waste either in a surface "graveyard"  or in an
underground  cavity (cavern or abandoned salt mine), which is being
carried out by the CNEN and the Gesellschaft fiir Strahlenforschung,
Munich, was systematically  continued. The work related chietly to the
investigation of various sites. These studies are protfacted  and difficult;
consequently, several years will be needed for the construction  of the
prototype  active-waste  disposal stations  at which this research is aimed.
Training and instruction
27L. The training and instruction activities carried out under Euratom's
research  and training programme were comparable  in scope and nature236  ESTABLISHMENT oF THE EcoNoMIC  UNIoN
with those of recent years. That is to say that although  beneficial
results were achieved, particulady as regards training schemes and
grants, the work suffered from the restriction of appropriations. The
intake capacity under the Joint Research Centre arrangements is not
being fully utilized. Co-operation  with the educational  establishments
is not as extensive or as systematic as it should be.
The activity as regards scientific and technical training schemes
and grants at the Community's research centres and at the nuclear
power plants can be summarized  as follows:
(a) 63-university students and 46 technical  college pupils were accepted,
either at the Joint Research Centre establishments or under
contracts  of association;
(b) 32 new grants were awarded,  either to candidates working
on a doctoral thesis or for specialization  purposes.
Eight thesis grants and three specialization grants were renewed.
Thirteen grants, including six thesis grants, expired in the course of
1968.
The molecular biology and radiobiology courses which have been
held since 1964 by arrangement  with a group of universities and
research  institutes  were continued during the period under review.
The institutes associated under this arrangement are responsible
for giving the courses in turn. This year the course was held in Munich
from 14 October to 13 November, the subject being molecular genetics.
It was attended by a total of 18 research workers from the Member
States of the Community  and from two non-Community  countries.
Under the same programme  six grants were awarded for inter-
disciplinary training courses. These courses, which are meeting with
consistent success, are a good example o{ European collaboration in
the field of post-graduate  training.
The activities relating to the harmonization of nuclear science
instruction, which were started as long ago as L96L, made no further
progress  during the past year. They should be recommenced with a view
to the mobility of highly qualified staffs, notably by implementation
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The Commission continued its effort as regards the training
of its own scientific and technical personnel,  both by the organization
of courses and by the participation of research staff in scientific
events.
Nuclear power plants and applicati.ons not connected
utith ele ctri.city production
Nuclear pouer plants
272. The Commission's activity as regards the programme of partici-
pation in power reactors and the joint enterprises has consisted in
promoting the construction fof power reactors by giving assistance
with the building of prototypes at a time when nuclear energy
was not yet competitive; it has also organized the dissemination
of the experience acquired and the results obtained during the design,
construction and operation of those plants. This aaivity was continued
during the period under review within the framework of three different
forms of assistance, namely:
(a) the power reactor participation programme;
(b) the granting of joint enterprise status within the meaning
of Chapter V of the Euratom Treaty;
(c) the Euratom/United  States joint nuclear power programme.
The advantages  attaching to each of these forms of assistance
have been set out on various occasions,  notably in the'First General
Report.(1)
Table 12 shows the status of the work and, in some cases, of
the operating experience at the seven nuclear power plants which
receive all or some of the above-mentioned  forms of assistance.
Table 13 gives the number of personnel seconded to each plant,
the number of reports compiled by such personnel and the number
of documents  sent in by the contract holders.
In November, the relevant departments of the Commission
organized an information  meeting on the Lingen, Obrigheim and
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Contractor
Power  Plant
ENEL/
Garigliano
t". 
l(nfiS'Jl
Status of uork  Operating experience
I
TABLE 12
Status of work and operating  experience  in 1968
Start-up
150 January 1,964 August:  loading
of 2nd core
April 1967 January:  inci-
dents involving
internals
KWO/
Obrigheim
1st criticality on
22 September
ENEL/
Latina
KRB/
Gundrem-
mingen
GKN/
Dodewaard
B'WR
May  1,963
November 1965
Operation  ac-
cording  to grid
fequlrements
January/August/
September: inci-
dents involving
low-pressure
section of
turbine
BlTR
K'WL/Lingen July L96B Operation  ac-
cording to grid
requirements
Dodewaard power plants, which recently went critical for the first
time. This meeting, at which 30 papers were presented, drew an
attendance of approximately  300.
Exchange of experience with nuclear power plant operators
273. As part of the exchange of experience  on nuclear power plant
components,  four meetings of various working groups were held.
At the beginning of April, a meeting took place at Gundremmingen
1st criticality on
24 June. Con-
nected to grid
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TABLE 13
Number of personnel seconded to each power plant
Number of reports  compiled
Number of documents submitted  by contractors
Number of
employees
of the
Commis-
sion
perma-
nently
seconded
in 1968
Number  of reports
compiled by
seconded  personnel
Number of documents
submitted by
contractofs
Powerplant
Garigliano
Latina
Chooz
Gundremmin-
gen
Dodewaard
Lingen
Obrigheim
11
50
t7
7
2
r
, a
7
12
13
up to
1,967
75
77
1q
40
2
1
6
1
z
z
I
2
1
1
up to
1967
upto 
L
1967
41,9
84
89
87
ln
1968
7
10
L7
IJ
IO
L1
9
445
loa
ln
1968
8
L
94
664
398
782
36
23
L01
126
6
between  experts from various working groups' in particular those on
reactot buildings,  pressure vessels and internals, fuel element handling
and transport,  and heat exchangers. Another two meetings were held
in Brussels during April. One of these dealt with damage to the
turbines at nuclear power plants; at the other meeting the operators
of nuclear power plants discussed the possibility of setting up a
joint system of data collection  with a view to carrying out equipment
reliability studies. Finally, in May, the problems of instrumentation
and control were discussed at a meeting held in Jiilich. Condensed
surveys by these various working groups are in the course of prepara-
tion and will be presented at the annual symposium to be held early
in L959.
As an extension of the above-mentioned effort and with the aim
of improving operating conditions in nuclear power plants, the
Commission has included in Euratom's  programme of future activities
a number of items relating to experimental proiects which are common
to the plant operators and to the relevant departments of the
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Aduice and tecbnical  assistance
274. The Commission's experts lent their assistance to certain utilities
in order to solve problems that had arisen in connection with nuclear
power plant projects.
Ewrex Conuention
275. As far as the Eurex project is concerned, the year 1968 was
marked by the completion  of the construction  phase and the handing
over of the plant to the CNEN operating team. Cold testing was
carried out during the year.
Start-up of the plant has been postponed until 1959 owing to
some delay in the construction work and the prolongation of the cold
tests. A research?programme  on extraction using tertiary amines is being
conducted at the CNEN laboratory. In addition, numerous documents
(research reports, technical development reports) were transmitted to
the Commission both by CNEN and by two Commission  employees
seconded to the project.
Applications  not connected with electricity  production
Marine ProPulsion
276. In January !968, the nuclear research  ship Otto Hahn was handed
over to the Gesellschaft fiir Kernenergieverweftung in Schiffbau  und
Schiffahrt mbH (GKSS) by the builders, Howaldtswerke,  Deutsche
'Werft AG, at Kiel. During the first six months of the year an
extensive programme of tests on the ship's nuclear plant was carried
out on board and a critical experiment was conducted in the GKSS
establishment  at Geesthacht. The reactof went critical for the first time
on 26 August. The ship's first trial run under nuclear power took
place on 11 October, after which the final acceptance tests on the
reactor, constructed by the Babcock & 'Srilcox/Interatom association,
were carried out in November. One of the most remarkable  efforts
among  the various activities for the promotion  of nuclear ship propulsion
in the Community  was thus crowned with success.
Furthermore,  the research'and development work provided for
under the contract of association with Fiat and Ansaldo was continued
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since the other contracts of associarion in this field had
expired at the end of 7967, new forms of co-operation  between the
Commission  and its former partners were studied during the second
half of 1,968, in order thai concerted action on the development
of marine nuclear propulsion  may continue.
studies on the applications  of nuclear energy in bigh-temperature
chemical  Processes
277. During !968, a study and an expert assessment were completed,
the aim being to evaluate the potential of certain nuclear energy
applications ii  the metallurgical industry and in the gasification of
fossil fuels.
The Commission  also conrinued its activities  pursuant to Article 55
of the ECsc Treaty and Article 41 of. the EEC Treaty aimed at
the co-ordination and promotion of research in coal, steel and agri-
culture.(r)
DISSEMINATION OF INFORMATION
Transler of inlormation and industrial property
27g. During 1958, there was an increase in the volume of information
disseminati.  The slowing down of certain activities in the course of
the provisional program-i aid not make its effects felt, since, for the
-ori p"rt, the information disseminated in L968 resulted from the
execution of the second programme.
Despite the suspension of the associations, the comrhunication
of progreiss reports 
"ttd 
of the patents filed was continued,  particularly
in the"iield o? f"rt reactors 
"ttd 
th"t-onuclear fusion. Although the
communication  of the reports proceeded unhindered, some legal doubt
concerning the patent exploitation rights will remain as long as no
decision has been taken on the renewal of the associations'
(1) Secs. 300, 33 and 7.141 ESTABLISHMENT OF THE ECONOMIC  UNION
The rate of dissemination of "communications",  i.e. information
which is not protected by patents but is of benefir to industry, was
maintained. The number of persons and enterprises in the Community
authorized to receive  such communications rose from 335 on 31 Decem-
ber 1967 to 387 on 31 December L958. This is only a small increase,
but that is not surprising, for it seems that the majority of persons
and enterprises in the Community  who could claim a legitimate interest
in access to nuclear information  are already being catered for by this
service.
New licences were granted on patents arising from the Community
research programme. The number of such licences increased from
30 on 31 December 1,967 to 37 on 31 December 7968. Six technical
assistance contracts relating to ways and means of supplying non-patent-
ed information were concluded;  the number of such contracti is at
present nine. For the first time certain applicants showed  an interest in
the entire portfolio of patents protecting a particular type of reactor.
Several of the firms which have formed groups for the construcion of
high-temperature gas reactors are currently negotiating with the Com-
mission for the granting of licences on mosr of the pat.ttts issued in
respect of the Dragon project.
279. Since 1967 the Commission  has been circulating Technical No/es
containing  a brief description  of patented inventions  or of non-patentable
products, equipment and processes developed in the establishments  of
the Joint Nuclear Research  Cenrre. The purpose of these Technical
No/es is to promote the development and commercial  application of
the technical fruit of Community research. In L968, owing ro the en-
couraging  results obtained,  their number was increased. In order to
allow for the very rapid developmenr  of certain techniques,  the Com-
mission has endeavoured  to reduce the delay in publication so rhat
the Community firms concerned may have the opportunity of being
the first to appear on the market with attractive technical innovations.
'With the same purpose of promoting the utilization of informa-
tion at the industrial level, the Commission displayed certain new
equipment  at industrial fairs and exhibitions. This method of dissemina-
tion has proved the most effective from the licensing viewpoint. On
several occasions, firms outside the community have offered to develop
the results of the research  programme and exploit them on a commer-
cial basis. A study is being made of the conditions under which li
cences could be granted in such cases without prejudicing the interests of
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The number of inventions in fespect of which first applications
for patents were filed in 7968 was L07, a total of 35 of these inventions
being the direct result of Euratom  activity.
There was no change in the number of applications for patents of
nuclear interest which wJre notified to the Commission by the Member
Srares pufsuant to Article 15 of the Euratom Treaty. ln 1968 the Com-
missioi collected data on about a thousand  inventions  in respect of
which one of more patent applications  have been filed in community
countries.  The amendm.trt of the laws in the Netherlands and Germany
-countries 
which have hitherto applied the procedure of prior exami-
nation and in which the publication of patents was subject to partic-
ularly long delays-will henceforth  make it possible- for _patent speci-
fications ti  be published at the most eighteen months after the filing
of the first appiication. In view of this development, the Commission
is at present ascertaining whether there is any point in continuing  to
adhere strictly to Article 15 of the Euratom Treaty, which was origi-
nally designed to mitigate the disadvantaees-  of a prolonged secrecy
period foi certain inventions as a result of delays in prior examina-
iion in the two Community  countries where this is required'
S cientific inlormation and do cumentation
280. The semi-automatic nuclear documentation  system developed  by
the Centre for Information  and Documentation (CID) functioned  satis-
factorily. The sole reason for the delay in taking it into regular use-
probabiy until the beginning of. 7969-is the transfer of the CID to
L.r*"-boorg. The theslaurus of key-words on which the system-is  based
was recast ind re-issue d in t967. Volume II, which was published  at
the end of. !967, was widely circulated to interested  parties throughout
the wofld in February 1968. Wherever  time and circumstances  per-
mitted, training seminars were organized f.or the.purpose-of  acquaint-
ing documentriiotr specialists from various parts of the world (European
-J--rrttity, United-States,  United Kingdom, Canada, Israel, etc.) with
the technical aspects of the system.
on 31 December  7968, all the scientific and technical informa-
tion stored on the magnetic tapes of the IBM 360/40 digital computef
"s.d 
by the CID rep*resented-  some 850,000 scientific and 
. technical
Jo."-.n* in the ,r.ril."t field. This data store constitutes the source
for the replies to questions submitted  by the users of the system. At244  ESTABLISHMENT oF THE ECoNoMrc  uNroN
the end of t968, more rhan 2000 quesrions senr in both by the com-
mission's own departments and by researchers and induitrial circles
inside and outside the community  had been dealt with. In addition, a
programme of selective dissemination of information (sDI) was ser up
earlyin the year. under this programme, subscribers are supplied eacl
mo.nth and on a sysrematic  basis with newly published  scientific and
technical data in their particular fields of 
.aitivitv. 
More than 250
"interest profiles" corresponding to various fields were consequently
programmed for the 380 users who subscribe to this service.
281, The cID has been at pains to maintain  close relarions  with bodies
in the community and rhroughout the world which perform tasks sim-
ilar to its own, not only in order to benefit from their experience
but also with a view to instituting mutually  profitable  co-opieration.
The large vTesrern organizations which produci rhe bulk of t^he scien-
tific and technical documentation in the nuclear field, outside the six
community  counrries (notably the UsAEC and the uKAEA), are contin-
uing to -support the cID's documentation  system by using its thesaurus
and methods, while at the same time feeding ir by sending-in analyses of
their own national documentation.  otheidocumentati-on  services, in
Scandinavia,  Israel and even in certain East European countries,  have
shown a sustained and encouraging  interest in the 
-CID ,yrt.-.
-  During 7968 the cID, in collaboration with the Kernforschungs-
anlage,Jiilich,  continued to publish the Transatom Bulletin, 
" 
*orrtf,ly
journal in each issue of which are listed the documents  of Slavonic or
oriental origin which ,have been acquired by the Easrarom cenrre,
together with the translations that are availabie in r7estern languages
of documents published  in Eastern countries.  For budgetary ,."ror$ ih.
cID was unable ro conrinue its association  with the French firm Bre-
vatome in the publication of the review La propridtd industrielle
nucldaire (which nevertheless continues to list p"t.nt, of nuclear in-
terest) ; under the terms of a_contract, however, Brevatome  supplies the
cID with the texts of nuclear patenrs and with index car-di which
allow their retrieval according to subject mamer. on 19 July 19dg the cID terminated its collaboration with the Netherland-s ioundation
Exerpta Medica, since the publication of the Nuclear Medicine  section
of its journal is now firmly established.
The monthly bibliographical journal E ur atom rnlormation continued
to set out' in the form of abstracts, the main lines of the research
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publications and patents arising out of them. The quarterly Euratom
Bulletin has now become the Euratom Reuiew, a title which is more
in keeping today with its true function; this periodical  deals, in a
form suitable for a wide public, with matters relating to nuclear  energy
and its peaceful uses in Europe.
The number of scientific and technical reports on the research
camied out in the establishments  of the Joint Research Centre (JRC)
and under contracts and associations  totalled about 7000 by the end
of. 1968, Only those reports which are of sufficiently general interest
are printed, the remainder being microfilmed.
4. Energy policy
282. In 1968 the Commission drew up a programme for a Community
policy embracing all sources of energy. For this purpose it sought to
take an overall view of the problems without, however,  overlooking
the diversity of the energy sector and the fact that this sector is still
governed by three different Treaties. At the same time, the Commission
continued to carry out the tasks entrusted to it by the Treaties, in
respect of the different energy sectors, and'to complete the programmes
launched  by the formerlExecutives.
STTUATTON OF THE ENERGY MARKET rN 1958e)
283. Energy demand irrr1968 was marked as hitherto by rapid growrh
and by major structural changes. Generally  speaking, operating con-
ditions in the Community's  energy economy  were as forecast.
Internal consumption in 1958 rose by about 6.4o/" over the 7967
figure, exceeding the average annual rate of 4.6oh observed from 1960
to 1967 and reaching 672 million tons hce.(2) Total requiremenrs,
(1) The annual report on the energy situation  will be published by the Commission under
the title: La conioncture inergitique  dans la Communautd  - 
Situation 1958 - Persbectiues  7969.
(') Tons hard coal equivalent. The figures lor 1968 are estimates.246  ESTABLISHMEN oF THE ECONOMIC  UNION
which also include exports, bunkers and consumption  of non-energy
products,  amounted to 820 million tons. The rise in requirements
was relatively moderate in France, owing to the social upheaval  of
May-June,  and in Italy, because of the slowdown of industrial activity
at the start of the year; particularly marked increases were recorded in
Germany and the Netherlands.
The Community's dependence  on extetnal supply sources  rose to a
new level (6!% ln 1968),(t) chiefly for petroleum (95.5%). The rapid
development of natural gas slowed down this trend, without funda-
mentally altering it. The Community's  coal output dwindled yet further.
Lastly, nuclear energy is being developed,  but the conditions have
yet to be created which would enable the Community to benefit fully
from its potential  economic  advantages.
The prices of the various forms of energy underwent few signif-
icant changes in 1968.
284. During recent years the Community's consumption o[ coal ha-s
been falling by about 6.7 million tons hce a year.(z) In 7968, owing
to the very favourable economic  climate, for steel particularly, and the
measures taken in certain countries to assist disposal, the pace of this
movement slackened.  Internal consumption  of hard coal dropped by
only 1.5 million tons hce. Coal's share in meeting internal energy
requirements  was no more than 29.9% against 32%.The  major outlets
improved; in the electric power plant and coking sectors consump-
tion rose by 4.3 and Lo/" respectively.  Against this, the household con-
sumption of hard coal dropped (by 7.2o/o) in favour of liquid fuels and,
especially in the Netherlands, natural gas.
The Community's output of hard coal (L73,4 million tons hce)
was 3% lower than in1967.In  Germany production was more or less
stable, whilst in Belgium and the Netherlands it fell by 6.5 and t7.2o/o
respectively.  Imports from non-member countries stayed at, their t967
level. The high proportion of imports from the United States continued
to shrink in t968 as a result of increased buying from Poland.
Supply and demand were balanced  quantitatively by the unload-
ing of eight million tons hce of coal and coke. In the course of the
year, price movements occurred,  particularly at the start of the 7968-69
(r) Including bunkers, exports and non-energy products.
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TABLE 14
Energy balance sheet for 1967-68
A. Total requireme.nts
1. Internal consumption
Hard coal
Brown coal
oil
Natural gas
Primary electricity
2. Bunkers, exports and
non-energy products
B. Couerage
ol rcqubements
Indigenous  resources
(including variations
of stock levels and
closure gaps)
:"  _:'tu_
767
OJL.L
307.4
202.2
31,.2
318.8
46.4
820.4
672.7
I
I 320.8
200.3
31.8
347.1,
46.1
47.5
100
82.4 1,00
32.0
4.9
50.4
5.3
7.4
100
82.0 100
29.8
4.7
5r.6
6.9
7.0
100
40.1,
16.9
100
39.1.
coal year. Although lower prices were the main feature, there were
selective price increases  for certain types of house coal. In this sector
and on the coke market, difficulties arose during the year.
Altogether, however, neither the general level of prices nor the
correlation between the prices published by the various producers in
the Community altered substantially.
Sales by alignment in the sectors other than steel accounted for
about nine million tons, or roughly 1'L% ol the corresponding  sales.
Sales by alignment in the steel sector amounted 1n 1967 to nearly
55 million tons, of which 48 million tons for blast-furnaces  was sold
by virtue of Decision No. 1/57. In this sector the alignment discounts
are calculated by reference to the delivered prices of coking fines
imported into the Common Market. Alignment is not carried out
completely in all the steel-producing areas, however, and notably not248  ESTABLTSHMENT  oF THE EcoNoMIC  UNIoN
in the Ruhr. A number of factors, including miners' wages and rail
freight costs in the US, pushed up the cost of American coal imports
into Europe ln 1.968.
2S5. Oil consumption  in the Community  rose to 347.7 million tons
hce (51.6% of the total consumption);  the increase of 28 million tons
hce is slightly higher than the aver^ge for the previous years (1960-67:
27 million). The share of oil in meeting the total demand  (including
bunkers, exports and non-energy products)  rose f.rom 58.4oh in 7967
to 59.60/o in 1958. The various categories  of products displayed  different
trends. For instance, the demand for heavy fuel oil is not increasing  as
quickly now as a few years ago. There are various reasons for this:
the supplies of natural gas in the north of the Community, the
slowdown in the penetration of the industrial sector, where the switch-
over from coal to oil is nearing completion, and, in certain countries,
the effect of the measures aimed at protecting the coal industry. The
petrochemical  industry's requirements  showed an increase.
The regulations under which the oil companies  operate were
amended in 1958. In Italy the rule requiring the refiner to maintain a
30% reserve capacity was abolished. In France, new import licences for
refinery products, which determine the companies'  shares of the market,
came into force on 1 September 1968. Two Community  companies
which had no foothold on the French market received licences.
The higher transport costs due to the closing of the Suez Canal
were still aff.ecting the prices of petroleum products in 1,968. Heavy-
fuel-oil prices, however, have gradually dropped back to pre-crisis
levels, at any rate in the north of the Community, where competition
from natural gas is beginning to make itself felt. Petrol and domestic-
fuel-oil prices, on the other hand, have remained higher than the pre-
June 1967 levels.
285. Natural gas consumption  in the Community in 1958 amounted
to 46.7 million tons hce, an increase  of.37% and accounted  f.or 6.9o/o
of the Community's  internal consumption. Most of this gas came from
indigenous sources. These remained at much the same level in 1958,
though there were some discoveries in the Adriatic and promising  signs
were observed on the Dutch part of the North Sea continental  shelf.
The networks carrying the Groningen gas were further expanded,
notably in Germany, where arrangements  were made to lay a f.eeder
along the Rhine valley. By October the Mannheim area was uping DutchENERGY POLICY 249
gas. From an output of.167 million tons hce, practically twice the 7957
o,rtp,rt, the Nethirlands exported 5.1 million to Germany, Belgium and
France. On the basis of the contracts signed at pfesent, it is estimated
that in 1975 Dutch exports will reach an annual rate of some 20,000
million cubic metres (about 23 million tons hce); negotiations are in
progress to increase  deliveries to certain customers.
Natural gas is generally marketed to industry at prices in the
neighbourhood  of fuel-oil prices. The household gas prices reflect the
distributors' desire to use the opportunity of mains conversion  to
expand  sales and to compete efficiently with the other energy sources.
287. The demand for electric power' atter a lower than average growth
rate in 7967, reve*ed to the general trend of previous  years with a
rate of 8.6"/o in 1968. The increase in demand was high in Belgium and
the Netherlands,  owing to the introduction of new heavy consumer
industries. In all the countries but France, household demand increased
by over 10%.
Thermal power plants' fuel consumption rose to 727.8 million tons
hce (8.6% increase), comprising  46.6% hard coal, 26.3% petroleum
products, 76.9% brown coal,5.3% natural gas and 1.2"/, q ] derivatives.
in Germany, the hard coal percentage was stabilized largely as a
result of 
".iion 
taken in accordance with the ot[icial energY policy, in
order to encourage its use in power plants. In Belgium  and Italy the
consumption  of fuel oil rose, whilst in the Netherlands natural gas is
playing an increasing part. in electricity generation.
288. Nuclear energy's contribution to the Community's energy con-
sumption was still modest in 1968, since it covered only 2% of electric-
ity consumption.
The installed capacity of the powef plants aheady in service
(2,588 M\(e), under construction (3,596 MVe) or at the design stage
iS',egO MXfe) represents a total of nearly t2,000 M'We, scheduled to be
in-service by tbZS,It is quite possible thar certain projects will be
added to this total.
The impressive expansion since L966 in the united states, where
the toral cafacity of the nuclear power plants now on order amounts
to some 70,000 M!?e, confirms  that this source is also competitive in
regions possessing relatively cheap fuels. This is bound to sharpen
inlerest in fotopf the first-signs  of which are now emerging.  As well250  ESTABLISHMEN'I  oF THE ECoNoMrc  uNroN
as the utilities, other industrialists, especially in the chemical sector,
are contemplating  using nuclear power to produce  electricity together
with heat or steam for industrial purposes.
289. The natural uranium reserves controlled by the Member States
of the Community  can be estimated at about 70,000 tons, of which half
is on Community territory (almost entirely in France) and the other
half-completely controlled by the French Government-in Africa.
Known reserves in the free wodd as a whole total 630,000 tons, and
present estimates indicate that they might satisfy about one quarter of
its total requirements  up to the year 2000.
The member countries' prospecting effort amounts to one tenth of
that of the free world. The Communiry's  programme  in this field will
have to be stepped up and even doubled if any worrhwhile results are
to be obtained. It is becoming increasingly imperative  that the pros-
pecting activities should be conducted and developed with due regard
for the collective inferests of all Member  States, i.e. of the Community
as such. A common programme of acdon concerning natural uranium
supply arrangements  must be considered fundamental to the imple-
mentation of a common energy policy.
290. Past experience  and the studies carried ourdudngthelastyearhave
confirmed that, even if the supplies of enriched uranium from the United
States are sufficient to meet the Community's present requiremenrs,
new enrichment facilities,  over and above those existing today, will be
needed in the second half of the next decade to keep pace with the
appreciable increase in demand.
It was in this light that the special working party set up by the
Council's  order of 8 December '1,967, comprising representatives of the
Member States and the Commission,  examined the subject of long-
term supplies of enriched uranium. A central question in their inquiry
is the advisability of meeting at leasr part of the Community's  en-
riched uranium requirements,  at reasonable  prices, from an isotope sepa-
ration plant sited within the Community.
291. As in previous years, plutonium-mostly  imported-was in 1968
again employed exclusively for research purposes. It should be remark-
ed that the Community's  power reactors will be producing quite
appreciable  amounts  of plutonium fron 1970 onwards. It is planned to
use plutonium on a commercial scale when the fast reactors come into
service (1980-85) or even earlier (thermal recycling).ENERGY POLICY 251,
FIRST GUIDELINES  FOR A COMMON ENERGY POLICY
292. It has been pointed out time and again that the Community
must adopt a policy on energy. Although this necessity is not written
into the Treaties, it stems directly therefrom. If the present situation
and national action, which directly or indirectly still hamper the ex-
change of most forms of energy' were allowed to continue, it would
be impossible to create a Targe-scale common market, Furthetmore,
the special problems affecting the energy sector cannot in the long
term be solved in the national context.
Starting from these premisses and taking as its basis the work of
the three former Executives, mainly carried out within the Inter-
Executive'$Torking  Party on Energy, the Commission  first of all analysed
the situation of the Community's energylmarket(l) and the fundamental
problems of a common energy policy.(z)
293. The document entitled "First Guidelines for a Community
Energy Policy", which the Commission  submitted to the Coulcil on
Lg Dicember 1,968, is in the 1orm of an ourline of policy action fixing
the general aims and the means of action by which a Community
policy can be established. Energy policy has to be based first and
ior"*ort on the interests of consumers because of the importance of
energy prices to the competitiveness of the user industries and their
influenci on the cost of living. Vhat is required, therefore, is security
of supply at prices which are relatively stable and as low as possible.
These "i-r "i. 
complementary rather than contradictory.  It would not
be satisfactory to have cheap energy today if the maintenance  of good
supply conditions could not be guaranteed in the long term.
The Commission considers that in the energy sector competition
should continue to be the basic guiding factor. Only in this way can
enterprises develop their profitability to the full. Competition also
forces them to adopt a progressive outlook and encourages  the natural
processes of substitution.  Admittedly, the interplay of supply and
i"mand does not alone satisfy the dual requirement of cheaper and
more reliable energy supplies. In the energy sector supply conditions,
the structure of enterprises and the characteristics  of the market often
distort the conditioni of comperirion and involve risks as regards
(r) La situation actuelle du marchl inergitique dans la Communauti.
i'i Problimes  fondamentaux d' une poliiique inergitique communautaire.252  ESTABLISHMENT oF THE EcoNoMIc  uNtoN
availabilities. Correctives have therefore to be applied where neces-
sary.
Intervention of this kind must, however, be such that market
forces are not prevented  from operating but are enabled to play their
part effectively. Consequently, the Commission  gives prioriiy to the
function of supervision. Recourse to intervention must be oniy a last
resort; when market trends make it necessary, it should take the form
of recommendations.  similarly, further action by the community institu-
tions must be envisaged only if the object cannot be achieved by national
measufes.
294. The commission's practical proposals fall into three caregories:
the fixing of a general outline of the acion to be taken, measuies for
the establishment  of a common market,  measures aimed at ensuring a
cheap and reliable supply policy.
The outline of action comprises the fixing of medium-term policy
lines, the working-out of forecasts, and annual examinationr of *.
economic situation. Its purpose is to ensure, with due regard to the
situation prevailing on the market, the necessary coheren-e of energy
policy measures. It should also ensure that the energy sector develops
in harmony with the aims of medium-term economic-policy.
A similar outline of action already exists in the form of the
General objectives specified by the ECsc rreaty for coal and in the
Target Pro€rammes  for nuclear energy in the Euratom Treaty. It is
proposed that the broad lines of a medium-term  policy for rhe other
forms of energy-oil,  gas and electricity*be determined.
The annual reports on the energy  sector should contain an accounr
of the situation and forecasts for the following  year.
In conclusio', the outline provides for preventive measures  to
meet any supply difficulties and, in parricular, regular examination  of
supply conditions and application  of a stockpiling  policy.
The Commission's  proposals  for establishing  the common marker
aim at measures with respect to the free movement of goods, freedom
of establishmenr, and application of the rules governing  competition
and indirect taxation.
Free movement  of goods involves the removal of direct and indi-
rect obstacles to trade within the community. To facilitate adjustments
to national policies, the commission  proposes practical communityENERGY POLICY 253
measures on commercial and structural policy. Technical obstacles also
will have to go, both those that affect energy itself and those that
concern equipment  for its production, transport and use.
Freedom of establishment calls for the abolition of discrimina-
rion between  nationals  of Member States engaging in activities in the
energy sector. This is the case, for instance, with regard to the issue of
prospecting licences and concessions, the permits necessary for operat-
ing refineries or service stations, the rules governing permits for the
transport of oil and gas or the transmission of electricity,  and the rules
govetning the award of contracts for the supply of equipment for the
use of public enterprises in the energy sector.
As regards competition,  the fact that three different Treaties are
applicable to energy means that harmonized rules of conduct, in keeping
with the present legal structure, have to be drawn up for all the enter-
prises engaged in this sector. More specifically, it can be seen that, by
its nature, the energy business tends in certain sectors to resolve itself
into a limited number of companies  holding a dominant position on the
market, but that at the same time concentration  may be desirable to
enable the Community  economy to reap the advantages  offered by
amalgamation and sheer size. The Commission's  proposals  are designed
to encourage discrimination-free  access to supply sources and to
tacilitate the preventive supervision of mergers. In addition, they aim
to establish a procedure for procuring information on the prices actually
applied on the market, and to harmonize the national  price-controlling
arrangemelrts.
Another impediment to the common market is indirect taxation;
the fact that tax levels applied to a given energy source vary from one
Member State to another can distort intra-Community  market condi-
tions. Differences in the fiscal charges borne by the various energy
sources within individual countries impair competition and influence
the consumer's  choice. The Commission accordingly proposes harmon-
ized application  of the tax on value added system and harmonization
coupled with gradual reduction of the specific duties on energy products
where these duties are intended to protect other forms of energy.
Harmonization of the duties on hydrocarbon fuels is also proposed.
In order to'bring into effect a policy for cheap and reliable supply,
the Commission  recommends action on commercial policy, on guidance
of investments, on the structure of the industry, and also steps to
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In view of the importance of the various energy sources in econom-
ic activity, the Community ought, for the purposes of commercial
policy, to have the means to regulate supplies in accordance with
circumstances.  To this end, the Commission proposes a co-ordinated
import policy for coal. For oil and gas and nuclear fuels, the Com-
mission considers it necessary to establish at Community level a supply
programme based on the supply programmes  of enterprises. The aim of
this programme is to make it possible to ascertain whether achieve-
ment of the objectives  set is sufficiently secure; if not, the Commission
would issue the necessary recommendations to the Member  States.
Should these not be followed up, it would propose suitable Com-
munity procedures.
Investment  policy in the energy sector strongly influences  the
trend of the market and competition between the di{ferent sources of
energy. There is a risk of oyer-investment in oil refining; in the field
of nuclear energy, time-lags must be made good and unprofitable
investments  avoided; in the electricity sector optimum siting and
optimum utilization of high-power generators are not always,  under
the present conditions, to be relied upon. Hence the orientation  and
co-ordination of investment  are particulady important in the energy
sector, because capital investment here is exceptionally heavy and
calls for particularly long-term planning.
In this field too, the Commission has made proposals for step-
wise action. The first stage would consist in an annual confrontation
of investment policies and projects. Notification  and comparison of
the various projects  enables the Commission to express opinions on
them, if called for. 'Where the danger of over-investment  cannot be
eliminated by any other means, the Commission will address recom-
mendations  to the Member  States. It proposes  Community procedures
for arriving at decisions should these recommendations  not be followed
up.
The establishment of a system of dependable low-cost supplies
also presupposes that the structures of the energy industries  comply
with this objective, so as to be able to satisfy demand under conditions
of healthy competition.
The steps proposed  in this field vary from one sector to another.
In the case of coal, the quantity mined would be adapted to marketing
opportunities  and subsequent  production would be concentrated  on the
most productive mines, in order to improve the cost situation; the
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mining of the quantities  necessary  for supplying the Community, and
improved co-ordination of Community aid systems and of the various
national measures  are also envisaged.
In the case of oil and natural gas the EEC Commission had
aheady pointed out, in its first memorandum  to the Council on the
Community's policy concerning oil and natural gas, that there are
inequalities in the conditions of competition between the enterptises
established  in the Community,  by reason of the direct and indirect
advantages  enjoyed, as regards direct taxation, by certain subsidiaries of
foreign {irms.
There is also the more general problem, for Community  enter-
prises, of acquiring  sources from which ro supply the Community,
This applies to oil, gas and uranium. In order to further schemes  of
acknowledged importance  to Europe in the fields of prospecting  and
producdon,  the Commission suggests using as a pattern the "joint
enterprise"  concept within the meaning of the Euratom Treaty. \fith
regard to nuclear fuels, the Commission proposes amending  the provi-
sions of Chapter VI of the Euratom Treaty on supplies, to make it
possible for the supply process to accord with the rules of the market.
Lastly, the Commission stresses the importance  of installing an isotope
separation  plant for Community  needs.
For the financing of investments, in addition to the facilities
currently available under the Treaties, it is proposed that guarantees
or Community financing facilities be provided in cases in which the
way has to be smoothed for the fulfilment of certain concrete  invest-
ment projects of acknowledged  importance to the Community.
295. Research is particularly  importanf in the energy sector from the
standpoints of stepping up productivity,  improving  conditions of use
and developing new energy sources and new energy production tech-
niques. In line with the terms of the ECSC and Euratom Treaties, the
Commission submitted to the Council in 1968 proposals concerning a
"medium-term  research programme for coal"(l) and the draft of a
"multiannual  research and training  programme for nuclear energy".(2)
In the Commission's  opinion, there must also be co-ordination  and
stimulation of the research projects in the mineral oils sector, in order
to strengthen this sector's position in the Community.
(') S...45rt
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ACTION TAKEN BY THE COMMUNITY IN 1968
296. During 1968 the Community took the following action to imple-
ment the Treaties with regard to energy and to solve some of the prob-
lems discussed above.
CoaI
297. The ECSC High Authority's action to improve the situation of
the coal industry, under Decisions Nos. 3/65 andT/67,was continued
in 1968. In particular, the Commission forwarded to the Council on
16 September  1,968 an initial report on the application of Decision
No. L/67 concerning  coking coal and coke for use in Community steel-
works.
The L967 tonnages of hard coal sold under the discount and sub-
sidy system amounted to about 49 million tons, the subsidies totalling
83 million u.a. The share of intra-Community trade in these figures is
13.4 million tons and 22.7 million u.a.
Under the system introduced by Decision No.'J./67 the granting
of discounts, hitherto governed by the rules of the ECSC Treaty, Ar-
ticle 60, came into general use in dealings between collieries  and
steelworks. The Commission  considered  that this system appeared  of
itself to have assisted  disposal of Community-produced  coal, added to
which there was a revival of interest in the nearest supply sources
during a period of vigorous activity on the part of Community steel-
works. In this sense it assisted the Community's  adjustment efforts.
Furthermore, the system of subsidies and price alignment had a stabi-
lizing and levelling effect on the steel industry's costs.
Seeing, therefore, that the economic facts and circumstances  that
justified the adoption of Decision No.1,/67  had not altered appreciably,
the Commission  considered it desirable to extend the period of validity,
originally due to expire on 31 December  1958. On 2Q December 1958
the Council delivered the confirmatory  opinion requested of it, thus
permitting  this Decision  to be extended for one year.
'V7hilst pointing out that the conrenr of Decision No. 1/57 and
its renewal  could not constitute a precedent and were without prejudice
to any solutions adopted to implement a common energy policy, the
Council asked the Commission to submit to it, before the end of
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for steelmaking. In addition, it took measures to investigate, jointly
with the Commission,  the ways in which the German exports tax
affected coking coal and coke.
298. Under Decision No. 3/65, Articles 3-5, expenditure totalling
427.7 million u.a. was planned by the governments of the Member
States for 1958. The Commission reviewed these financial measures,
from the standpoint of their compatibility with the rules of this
Decision and also as regards their effects on competition between  the
Community collieries. It found that the measures  were not such as to
detract from the efficient functioning of the common market.
After consulting the Council on 4 and 5 November 1968, the
Commission, as required by Decision No. 3/65, approved on 6 Decem-
ber 1968 the measures of aid planned for 1968.(1)
As regards coal prices, the existence of Decision No. L9/67 of.
21 September L967 concerning the publication of prices and terms for
house coal made it easier for the Commission to examine the measures
taken in this field, and particularly the changes introduced  at
the beginning of the 1968-69  coal year. The Commission did not con-
sider it necessary,  however, to resort to the optional extension of the
time-limit laid down by the Decision.
299. The annual survey of coal industry  investments(2)  showed that,
according to the collieries'figures,  the annual coal producdon poten-
tial will by 797L have been reduced to 186 million tons; this is still
some way above the foreseeable demand,  the bulk of which is likely to
come from the steel industry and the power stafions.
The aggregate  value of projects declared in 7968 was 172 million
u.a., with Germany accounting tor 70 and France 6o1 25 million.
Most of the expenditure concerned is to be on pithead power stations,
several projects being for the joint construction  of large-capacity units;
the rest, earmarked for the pits themselves, mine-owned coking plants,
etc., is principally for the rationalization of coal winning and coal pre-
paration.
(')
(')
Decisions Nos. 1991I58/CECA to 1.994/68/CECA,  Official gazette No. L 298'
12 December 1958.
See Les inuestissernents  dans les industries  du charbon et de I'acier  de la Commu-
nauti-EnquAtu  annuelle-situation  au 7er ianuier 1968, See also, in the case of
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Lastly, as regards the issuing of reasoned opinions in connection
with the General Objectives (ECSC Treaty, Art. 54, paragraphs  3 and
4), the Commission has received seven prior declarations  since
L January 1968, on three of which it considered it advisable to issue
opinions.
300. The Commission continued to encourage research in the coal
sector in keeping with Article 55 of the Treaty. As before, Community-
aided coal research was centred on rendering  coal more competitive
and improving safety standards in mines.
In the mining techniques  sector, work was focussed,  as to road-
way drivage, on a new way of using tunneller drills; as to coal-winning
techniques,  the Commission approved new underground  experimental
work on hydromechanical  coal-winning; in the field of automation,
development work continued on the remote control of coal-getting
machinery  and hydraulic face support systems; new work began on
underground  telecommunications. Long-term basic research on strata
pressure  was continued. Newly developed control systems {or mechani-
cal face support were incorporated in the underground experimental
installation.
Under the extensive Community firedamp research  programme,
experiments on degassing coal deposits prior to working by means
of deep boreholes drilled from the surface produced the first positive
results.
In the coal processing sector, the basic programme on coking
techniques rvas brought to completion. The technical and economic
results proved very welcome to the Community's cokeries. A new pro-
gramme on high-temperature coking was launched. The separare
"Bunketing" and " Coal Transport" project led to constructive  pro-
posals on plant building and layout. The major Community  programme
on basic research into the physiochemical structure of coal and coke
went ahead on schedule. The brown coal mining industry undertook
briquetting and raw materials studies with the object of safeguarding
the brown coal briquette market.
Lastly, in the coal utilization  sector, research was mainly devoted
to combustion  techniques. A new programme  was approved,  dealing
with improvements and new developments  in combustion  methods for
large-scale coal users. \fork continued on the economic utilization of
combustion residues. One clean-air project-the desulphurization of
stack gases in coal-fired power plants-reached  completion.ENERGY POLICY 259
Oil and natural gas
301. On 30 July 7968 the Commission  forwarded to the Council a
draft directive concerning the alignment, on the basis of Article 100 of
the EEC Treaty, of the Member  States' legislative provisions  on techni-
cal safety measures for the construction  and operation of oil pipelines.
This draft was prepared in response to the request  made by the Com-
mirtee of Permanent Representatives on 1.3 April1962.
The Commission has also scheduled, in the second stage of the
general programme for the removal of technical obstacles to trade
resulting from differences in domestic  legislation between one country
and another,(l) the prcparation  of a directive on rechnical safety meas-
ures relating to gas pipelines.
The Council, on examining a draft regulation on the definition
of the customs territory, invited the Commission  on 30 July L968 to
carry out a general review of problems relating to the continental  shelf
and to submit proposals as early as possible concerning the customs
regulations applicable  to that area.
On 9 December  1968 the Council adopted  a directive requiring the
Member  States to maintain  a minimum stock of crude oil and petroleum
products.(z) By the terms of this measure, the Member States are re-
quired to maintain oil stocks on their territory, either in crude form or in
the form of refinery products, or else both together, in quantities equi-
valent at least to their average domestic consumption  over 65 days of
the previous calendar year. These stocks may in certain circumstances
be built up on the territory of one Member State on behalf of enter-
prises established in another Member  State, under individual inter-
governmental agreements. The procedures for concluding and carrying
out such agreements  have been the subject of a Decision by the Coun-
cil.
Nuclear energy
302. ln the "survey of the Nuclear Policy of the European Com-
munities", which it forwarded to the Council,(3) the Commission
See sec. 9.
Official  gazette No. L 308, 23 December 1968.
See Ch. III, 3.
e)
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analysed the industrial, technological  and research problems involved
in that field. The relevant energy aspects have been summarized in
the paper "First Guidelines  for a Community Energy Policy",  analysed
above,(l) and in the annexes thereto.
The special working party of the Consultative Committee on
Nuclear Research, instructed by the Council, in December t967, to
examine the question of long-term enriched uranium supplies,  first of
all prepared a repoft on the conditions  governing Community supplies
of nuclear fuels from external sources. It also undertook an economic
survey dealing successively with the Community's  enriched uranium  re-
quirements,  the available  sources of supply, and the possible advantage
of building an isotope enrichment  plant. The special working party
forwarded a draft report on these three questions to the Consultative
Committee on Nuclear Research in December  1,968,
The Commission  requested  the Council, in its letter ot 2L De-
cember 1968, to resume at the eadiest possible date its examination
of Chapter VI of the Euratom Treaty, which concerns nuclear fuel
supply arrangements.  This examination had been broken off at the
end of 1,967. The Comnrission considered that, in the context of the
proposals it set out in "First Guidelines for a Community Energy
Policy", it was imperative to draw up a new supply system.
Supply Agency
303. The Supply Agency continued its activities with regard to enriched
uranium supplies under the Agreement  for Co-operation with the
United States. As a result of negotiations initiated by the Community,
the US Congress approved at the end of December 1967 the raising
fuom 70 to 21.5 metric tons of the ceiling for USAEC deliveries of
uranium-235  to the Community.  The enriched uranium  reguirements  of
the power plants to be taken into service in the Community between
now and 'j,975 are thus covered for these units' entire lifetime.
The Supply Agency imported, for research purposes,  3.7 million
dollars' worth of enriched uranium under the multilease contract and
2.3 million dollars' worth under purchase contract. For the Com-
munity's power reactors (KNK, KRB, Selni, SENA), the Agency im-
ported enriched uranium to the value of 6.5 million dollars under
contracts entered into previouslv.
(r) Sec.293.ENERGY  POUCY 251
The Agency pursued negotiations with the USAEC, in liaison with
the Community users, on the terms of the toll enrichment  contracts
which will be used from 1969 onwards as the normal method of pur-
chasing enriched uranium. These require the consumer himself to
acquire the substance  to be enriched (natural, depleted or low-enriched
uranium) and to deliver it to a USAEC enrichment plant. These new
contracts are a considerable  step forward as regards putting the supply
conditions on a more commercial  footing. They also allow users to
purchase  their natural uranium themselves on the world market at a
lower price than that applied by the USAEC ($8/lb Us08).
Five such contracts  were signed at the end of December;  they
concern the nuclear power plants at Obrigheim, Gundremmingen,
Kahl and Niederaichbach in Germany  and the Dutch plant at Dode-
waard. These contracts represent about a hundred million dollars.
Others of the same type will be signed during the early months of
1969. The new forms of contract have sourred  consumers  to obtain
direct supplies of natural uranium. Thus ihe Agency took part in the
concluding  of contracts for natural uranium purchases for the power
plants at Obrigheim  (end of 1967), Lingen and Dodewaard.
304. The Agency  endeavoured to broaden the plutonium market in
1968. The new American regulations, established when the delivery
ceilings were raised from 500 to 1500 kg by the US Congress in De-
cember  1,967, authorize purchases from private producers. The Agency
consequently  contacted such producers to obtain quotations for Com-
munity users. The conditions, however, attaching to these American
deliveries have not yet enabled contracts to be signed with the American
private producers. On the other hand, the Agency was able to offer
1500 kg of British plutonium,  deliverable as from the end of 1970. A
contract covering 180 kg of plutonium was signed with the UKAEA
during the year, on behalf of the Belgian Government, for deliveries to
begin in 1972 for the fast reactor prototype scheduled to be built by a
German-Belgian-Dutch consortium.
Safeguards  and controls
305. The year 7958, more especially its second half, confirmed the
trend towards markedly larger requirements of nuclear materials,
particularly  of plutonium and high-enriched uranium;  this trend was252  ESTABLISHMENT OF THE ECONOMIC  UNION
referred to in the last General Report,(l) as were the repercussions
it entailed in the operation and application of the safeguards and
controls system.
Substantial quantities of special fissile materials are now held in
the Community's installations. Moreover, whereas in previous years
the reactor fuel elements were imported in the finished state and ready
for use, the fissile materials are now delivered in the "raw materials"
state and have to go through a whole series of processing  operations
at the nuclear facilities, involving  waste and inexplicable losses. The
customary routine checks, which for a number of years ensured the
effective attainment of the aims laid down by Article 77 of.theTreaty,
had to be tightened up, although  the basic system was left unaltered,
for a certain number of plants, all of the fuel-element  fabrication
type, at the specific point where any misappropriation of materials
would be most likely to pass unnoticed. Thus, for the plants manufac-
turing fuel elements containing plutonium  and high-enriched uranium,
the Commission took care to pare industrial  margins to the bone by
adjusting its procedures for supervision of the manufacturing
programmes.  The checking of records,  as laid down in the Treaty, was,
like the inspections, appropriately  adapted. Lasdy, the Cornmission
brought the spot-check system into general practice, though taking
pains to ensure that the Member  State concerned is able to make
use of its rights under the Treaty to have the team of inspectors
accompanied.
306. The Community continued to make sure that the guarantees  of
peaceful uses given to the governmenfs with which Agreements for
Co-operation  have been signed, namely, the United States, the United
Kingdom and Canada, were duly observed. These guarantees now
cover, or will shortly cover, very large quantities of materials, more
especially of American origin, since the supply ceilings have risen
from 500 to 1500 kg for plutonium and from 70 to 275 metric tons
for enriched uranium. The control provisions of the Agreement for
Co-operation  with Canada have begun to produce the desired effect
with the arrival of supplies of materials from that country to the
Community. The arrangements for consultation and discussion laid
down by the Agreements  for Co-operation have taken their normal
course.
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The Commission has aimed at developing scientific methods of
inspection, rather than expanding its body of inspectors; it is aware of
the efforts it must exert to maintain the efficacy of the system.  The
number of periodic inspections carried out under the Commission's
orders in 1968 totalled 107. These do not include the inspection
work at the Eurochemic  plant at Mol, during runs of some ten months,
nor an experimental high-frequency  inspection on a seven months'
fuel element fabrication run.
5. Transport policy
TRANSPORT  POLICY UNDER THE EEC TREATY
Deuelopment  of the common policy
307. The Commission attaches great importance to the results achieved
at the Council session of 18 and 19 July 1968. The Parliament has
often deplored the lack of progress in the transport sector, and
has pointed out that this delay was liable to have serious consequences
for establishment  of the customs union.
By taking steps to meet the commitments it assumed at the
session of 13 and 14 December t967,(1) the Council manifested its
will to assure the implementation  of the common transport policy and
to make it an integral part of economic  union.
At the session of 18 and 19 July 1968, the Council adopted
the following  measures:
(i) Council Regulation (EEC) No. 7077/68 of 19 July 1968 applying
the rules of competition to rail, road and inland waterway
transport;(2)
(ii) Council Regulation (EEC) No. 1078/68 of tl  ;uly 1958 on the
establishment of a Community quota for road haulage between
the Member States;(2)
(r) First General Report (7967), sec.229.
('z) Olficial gazette  No. L 175, 23 July L968.(iii)
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Council Directive of 79 July 1958 on the standardization of
the rules for duty-free admission of fuel contained in the
tanks of commercial motor vehicles;(1)
Council Regulation (EEC) No. 1174/68 of 30 July 1968 on the
introduction of a system of bracket rates applicable to road
haulage between the Member States.(2)
In addition, the Council
(i) Agreed on the final text of a regulation on the harmonization
of certain social provisions in the field of road transport.  But
before {ormally adopting this Regulation, the Council will allow
itself sufficient time for  negotiating with the non-member
countries concerned in order to bring the provisions of the
"European  Agreement  concerning  the V/ork of Crews of Vehicles
engaged in International  Road Transport"  more into line with
the Community Regulation. However, the Regulation  is to enter
into force on l October 1969,(3)  whatever the outcome of these
negotiations;
(ii) Agreed to adopt by 15October 1968 the regulation on the aboli-
tion of double taxation on motor vehicles in internationai trans-
port;(3)
(iii) Asked the Commission to make a study of the problems to be
solved in formulating general  rules on the application of Articles 77
and 92 of the Treaty to transport (i.e. the Articles referring to
aids) and to submit proposals on the matter by the end of
October 1968.()
308. Important though they are, these first measures remain limited
in scope. Basically,  they relate to only one of the three modes of trans-
port, i. e. road transport, and are meant to be expanded.  Harmoni-
zation of terms of competition, which affects such widely differing
fields as social conditions, State intervention and taxation, must be
continued  and carried further. The provisions for a common market
in road transport must be developed and must be extended to
the other modes of transport.
The proposals submitted by the Commission  during 1,968 relate
to all these objectives, whether already attained or still to be attained.
(') Otti"iol g"retre No. L L75,23 July 1958.
(2) lbid., No. L 194, 5 August 1958.
(3) Bulletin 9/10-58,sec.  55 (end).TRANSPORT POLICY 265
309. The start thus made with implementation of the common
transport policy has not failed to affect the tendency  shown by certain
Member States to begin taking measures of transport policy on their
own.(1) In particular, the Commission  addressed a recommendation
to Germany on 31 January  1968 regarding the Government's transport
policy programme for 7968-72. While approving the objectives of
this programme,  the Commission  expressed doubts about some of the
measures envisaged  to attain them.(z)
In accordance with the Decision of 1,4 December  1,967,(3)
confirmed on this point at its July 1958 session, the Council still
had to adopt a number of measures  before the end of 1,968, for
which purpose a meeting was to be held. A session was actually
planned for 17 and 18 December.  The agenda included the following
points:
(i) Proposal for a Council regulation on common rules for normal-
iz.ing railway accounts;
(ii) Proposal tor a Council regulation on action by the Member States
regarding obligations inherent in the concept of public service
in rail, road and inland waterway transport;
(iii) Amended proposal for a Council Regulation  on the abolition  of
double taxation on motor vehicles in international  transport.
Unfortunately, this session could not be held on the dates given.
The Commission hopes it will take place as early as possible in 1969.
Harmonization of terms of competition
3L0. Harmonization of the terms of competition  is vital to the success
of the common transport policy. The first important decision taken by
the Council(a)  under ihe policy related to this field.
The measures laid down on 18 and 19 July 1968 make it
essential to continue and expand such harmonization.
First General Report (7967),  sec. 230.
Olficial gazette No. L 35, 8 February 1968.
Ibid. No. 322,3A December 
-1.967.
Decision of 13 May L955 on the harmonization  of certain provisions  affecting
competition in rail, road and inland waterway transport.  Ollicial gazette No. 88,
24 May 1965.
(')
(')
(')
(n)266  ESTABLTSHMENT  oF THE EcoNoMIc  UNIoN
Social harmonization
311. '!7hen the terms of competition  are being harmonized, special
stress must be laid on the harmonization of social provisions.  A first
step was taken in the field of road transport(l) at the session of 18
andIg July 1968, when the Council agreed on the text of a regulation
settling such matters as driving time and daily rest periods.
\(ith a view to application of this regulation,  the Commission is
endeavouring to define the main specifications of a mechanical
monitoring device to be installed in road vehicles and the way in which
the device is to be officially certified and used. The Commission
will submit a directive concerning this device to the Council at the
beginning of.7969.
In pursuance  of the same regulation the Commission is drawing
up proposals concerning minimum  training standards for drivers of
road vehicles carrying goods and passengers.
The Commission is preparing to complete the action undertaken
in this sphere by a second proposal for a regulation concerning'
in particular, the other periods of working time and rest. It  is
helped in its task by the Joint Advisory Committee on Social Maners
in Road Transport.(2)
'Work on similar measures for transport by inland waterway and
rail has also largely been put in hand. To this end the Commission
organized prepilatory talks for the first meeting of the Joint Advisory
Committee on Social Matters in Transport by Inland'sTaterway  which
it set up by its decision of 28 November 1957.(s)
State interuention
312. On 31 October 1968 the Commission  submitted to the Council
the study it had been asked to make of the problems to be solved
in formulating general rules on the application of Articles 77, 92,
93 and 94 ol the Treaty to aids in the transport field. The study has
not produced any information  which could help in defining the
objectives and terms of such general rules. In the circumstances,  the
Commission concluded  that the problem is confined to the application
(1) Sec.307.
(2) official  g'zette No. 130, t6 July 1965.
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of Article 77 of the Treaty (as, incidentally,  provided for by the Council
in Article 9(1) of its Decision No. 65/2-71/CEE of 13 May 1965).
However,  a regulation to implementArticle 77 will graduallylose  much
of its usefulness,  since the regulations to implement Articles 5, 6 and 7
of the Decision will be adopted very soon and adoption of the other
projected  arrangements is due to follow. So the Commission  doubts
whether there is still a case for introducing the rules provided for in
Article 9(1) of the decision referred to.(z)
The Council has not vet defined its attitude towards the conclusions
from this study.
313. The Commission's proposal of.26 May 1967 f.or a regulation on
action by the Member  States with regard to obligations inherent in the
concept of public service in the field of transport by rail, road and
inland waterway(8) was dealt with in Opinions by the European
Parliament  on 14 March 7968(4) and the Economic  and Social Committee
on?J March 1968.f)
Acting under Article 7 of. Council Decision No. 65l271lCEE  of
13 May 1965, the Commission submitted to the Council on 28 February
1968 a proposal for a regulation on common rules for the normalization
of railway accounts.(6) The Economic  and Social Committee rendered
an Opinion on this proposal on 25 September 7968(1) and the European
Parliament on 29 November  L968.(8)
The Council has started to examine the two proposals and may
be expected to adopt them in the near future.
31.4. The Commission is now studying ways of implementing Article  8
of Council Decision No. 65/27L/CEE, which provides that the rules
governing the financial relations between milway enterprises  and the
States must be fully harmonized by 31 December t972. This harmoni-
zation will have considerable implications  for the future of this mode of
transport and for the role it will have to play in the overall transport
system, particularly in so far as the harmonization measures ensure
the independence of the railway enterprises.
(L) Olficial gazette No. 130, 76 Iuly 7955.
(2) Bulletin t2-68, Ch. V, sec. 70.
(3) Oflicial gozette No. 248, 13 October t967.
(4) lbid. No. C 27, 28 March 1968.
(5) lbid. No. C 49, 77 May t968.
(6) lbid. No. C 48, L6 May L968.
(7) lbid. No. C 118, 11 November 1958.
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Taxation and rates for tbe use of inlrastructure
315. As regards general taxation, transpoft is to come under the same
system as the other sectors of trade and industry, subject to the
special rules of application which the Commission is dealing with at
present. Accordingly, the Council's second Directive on tax on value
added, dated 11 April L967, prescribes that freight transport is to
beconre liable to TVA not later than l January 1970.
The taxes peculiar to transport enterprises differ widely from
one member country to the other and therefore  cause serious distortions
of competition; they should be harmonized so as to eliminate such
distortions. lVithout prejudice to purely fiscal ends, these taxes should
also result in equitably  sharing out among the enterprises the charges
corresponding  to the services they receive from the State; this, in
particular, is the object to be aimed at by the system of rates for the
use of infrastructure.
The question of the duty-free admission of fuel contained in the
tanks of commercial  motor vehicles was settled by Directive (EEC)
No. 297/68 of 19 July.(r)
The regulation concerning the abolition of double taxation on
motor vehicles  engaged in international  transport  could not be adopted
by the date agreed upon,(l) but the Commission hopes that it will be
adopted shortly.
On 8 July 1958 the Commission  submitted  to the Council a proposal
for a regulation to establish  a standard permanent accounting  system
for infrastructure costs in rail, road and inland waterway transport,
and on 18 July 1968 a proposal for a first directive on the adjustment
of national tax systems  concerning commercial  vehicles.(2) The European
Parliament rendered an opinion on the proposed regulation  on 29 No-
vember 1958.(3)
In 1968, as part of the work to implement Council Decisions
Nos. 64/389/CEE  and 65/270/CEE  on organization o{ a survey of
infrastructure costs, the Member States submitted their reports on
infrastructure  expenditure in 1956, A pilot study had been undertaken
by the Commission with the assistance of the committee of experts
/r\
(1
(')
Sec. 307, and Official  gazette No. L 175, 23 July 1968.
Official  gazette No. C 95, 21 September 1958.
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set up to help it in transport studies, and with the assistance of the
French Government as regards the figures on communications between
Paris and Le Havre. This study has now been completed; the
conclusions reached by the Commission will be set out in a synoptic
report shortly to be submitted to the Council.(l)
Article 4 of Council Decision No. 65/270/CEE of 22 June 1,964
on the organization  of a survey of infrastructure  costs in rail, road and
inland waterway transport stipulates that, on completion of the above-
mentioned pilot study, the Member States are to examine a number
of particular cases for the purpose of elucidating the problems involv-
ed in applying the various proposed tariff systems for infrastructure
use.(z) With a view to revising this article, the Commission submitted
to the Council on 27 July 1958 a proposal for a decision to amend
certain provisions of Decision No. 65/270ICEE,(3) on rhe grounds
that the pilot study has provided enough information  to justify aban-
doning part of the original programme of studies.
T echnical  h armonization
315. '!(ork on standardizing equipment and spare parts for inland
waterway vessels continued in the working party of experts presided
over by the Commission.(a)  During 1968, tifteen draft standards were
drawn up, which will be submitted to the narional standards institutes
in order to obtain acceptance for them at international level. Eighteen
draft standards laid down by this working parry have already been
adopted by the "Comitd europden de coordination  des normes" (CEN).
Organization of the common rnarket
in transport
377. lmportant though harmonization of the terms of competition is,
it does not suffice as a means of establishing  a common  market
in transport directed towards free movement  of transport  services and
freedom of establishment of transport enterprises.  Action also has to
be taken to standardize  the rules concerning access to the market and
First General Report (1967),  sec. 240.
Tentb (EEC) General Report, sec. 230.
Oflicial gazette No. C 123, 26 November 1958.
Tenth (EEC) General Report, sec. 228.
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capacity conffol as well as the rules governing transport rates and
conditions.
Access to the market and capacitnt control
Road baulage
318. The Council's  decision to establish  a Community quota for road
haulage between Member States(l) constitutes  a first maior step towards
integration  of the transport market.
On 9 August 7968 the Commission  adopted Regulation  (EEC)
No. 1224/68 establishing  pro formas for Community licences and the
questionnaire for obtaining the statistics on their use mentioned in
Articles 2(2) and 5(1), second parugraph, of the Regulation.(2)
On 23 July 1968 the Commission, acting under Article 75 of
the EEC Treaty, submitted to the Council a proposal for a decision
on adaptation  of the bilateral quotas and of the number of transit licences
for road haulage between Member States.(3)
The start that has been made with integration through the
establishment of a Community  quota for road haulage between Member
States must be completed by the institution of common rules on
access to the market and on capacity for this mode of transport.
Accordingly, on 15 June 1967 the Commission proposed a regulation
on the introduction of common rules for access to the occupation
of road haulier in domestic  and international transport and for control
of capacity in domestic  road haulage,(a)  which was dealt with in
Opinions by the Economic and Social Committee on 28 March 1968f)
and the European  Parliament on 4 July 7968.(6)
It is the Commission's wish that the Council should decide
rapidly on this proposal so that capacity control is introduced for
this mode of transport-a control whose importance the European
Parliament has rightly stressed on several occasions.
(r) Sec.307.
(2) Oflicial gazette No. L 204' 14 August 1958.
(s) lbid. No. C 123,26 November 1958.
(a) FirsN General Report (7967), sec.231.
(5) Oflicial gdzette No. C 49, 17 May 1968.
(8) lbid, No. C 72, L9 July 1968.TRANSPORT POLICY 271,
Passenger transport  by road
319. On 9 July 1968 the Commission adopted Regulation (EEC)
No. 1016/58  introducing the control document  mentioned in Articles
6 and 9 of Council Regulation No. 177/66/CEE.(1)
On 15 July 1968 the Commission submitted to the Council a
proposal for a regulation,  based on Article 75 of the EEC Treaty,
concerning  conditions of access to the occupation of passenger
carrier by road in domestic  and international transport.(2)
Transport  by inland waterway
32a, Herc too, there is an acute need for rules on access to the
market and for capacity control. This is why the Commission,  on
23 November  1967, subrnitted a proposal {or a rcgulation concerning
access to the inland waterway transport market; the proposal was
dealt with in Opinions by the Economic and Social Committee on
26 Jane 1968(3) and by the European  Parliament on 30 September
1,968.(4)
Pending  adoption of this regulation  by the Council, the Commis-
sion has thought it necessary to encourage the Member States to
take, where the need arises, initial measutes of reorganization in
conformity with the rules to be introduced.  On 31 July t968 it
therefore addressed to the Member States a recommendation  on the
structural reorganization of the inland waterway transpoft market.(5)
Transport  rates and conditions
Rules on rates
321. On 30 July 7968the Council  adopted Regulation (EEC) No. 1174l
68 on the introduction of a system of bracket rates applicable to
road haulage between the Member  States.(6)
Ollicial gazette No. L 173, 22 luly L968.
I6rd. No. C95,21 September 1958.
Ibid. No. C 100, 5 October 1958.
I6id. No. C 108, 19 October 1968.
I6rd. No. L 278,4 September 1968.
First General Report (1967), sec.229.
/r\
e)
(')
(n)
e)
f)272  ESTABLISHMENT oF THE ECoNoMIC UNIoN
The Council adopted this regulation on the basis of the Com-
mission's proposal of 27 October 1965, which provides for the
establishment  of a common rate system for the whole of transport by
rail, road and inland waterway.(1) The regulation  therefore represents
a first step towards the introduction of this system.
Since these rates must be put into force by 1 September 1.969
at the latest, the Commission is working out common provisions  for
them, and particularly  a common nomenclature  and classification  of
goods.
In accordance with Article 9 of Regulation (EEC) No. 1174158
it will, before 1 March 1969, adopt the rules to fix procedure for the
publication of individual contracts based on transport  rates other than
the published ones.
Discrimination and support tarifls
322. The few headings of the system of tolls applied in German
inland waterway  traffic which still involve an unwarranted import
or expoft clause have not yet been amended because of technical
difficulties.  (2)
A settlement has been reached in the matter of communication
to the Commission of transport rates and conditions in Belgian
inland waterw^y  traffic, in conformity with Council Regulation No. 11
on the abolition of discrimination in rransport  rates and conditions.(2)
Further time has been granted to Belgium in which to take the measures
concerning the application of Regulation No. 11 to international
transport  by inland waterway.(2)
In accordance with Article 80(2) of the EEC Treaty and by its
decision of 16 October 1968, the Commission has authorized  the
amendment of special suppoft tariff No. ZQI-C of the Italian State
Railways, which applies to the transport of fresh fruit and vegetables from
the south of ltaly.(3) This decision is to lead to the abolition of
special tariff No. 251-Section A for the rransport of agricultural
products from the South which are to be exported from Italy, a tariff
which was authorizedby the EEC Commission until 31 March 1967.()
Ollicial gazette No. L 194, 5 August 1968.
First General Report (7967), sec.232.
Ollicial gazette No. L 281, 20 November 1958.
lbid. No. I1,20 lant:ary  1967.
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With regard to the special rates which the German Federal Rail-
ways (DB) apply for certairr traffic to and from the Saar or Rhineland-
Palatinate, the EEC Commission  had initiated against Germany the
procedure  under Article 1,69 of the EEC Treaty for failing to meet
obligations under Article 80. However, the Commission is now
examining  the situation created by the Court of Justice judgment of
8 February  1958 quashing Decision No. 14156 of the High Authority
of the ECSC.(1)
323. The Commission has also continued its study of ffansport  rates
and conditions, whether published or unpublished,  to verify whether
they are compatible with the EEC Treaty.
^!:l;!;;,:;ly,i,;::;:;t
324. In order to take account of the special aspects of transport,
the Council had, by its Regulation No. 141 of 26 November 1-962,
exempted the transport sector from the provisions of Regulation
No. 17 of 5 February 1962, which was the first regulation to implement
Articles 85 and 86 of the EEC Treaty. This period of exemption
had been extended until 30 June 7968 by Regulation No. 7002/67/
cEE.(r)
At its session of 18 and 1,9 July 1,968, the Council adopted
Regulation (EEC) No. 1017/68 applying the rules of competition to rail,
road and inland waterway transport.(2) In accordance with Article 29
of this regulation the Commission will shortly  be enacting provisions
concerning  the required form, content and other features of complaints,
applications for exemption from the ban on restrictive agreements,
notification  of certain agreements, and hearings  of firms involved and
of other natural or legal persons.
Consuhation and Opinions
Prior examination  and consuhation
325. In accordance with Article 1 of the Council  decision of 21 March
1.962 introducing prior examination and consultation  for certain laws
First General  Report (1967), sec.232.
Sec.307.
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and regulations contemplated by the Member States in the transport
sector,(l) the Governments regulady inform the Commission of those
measures they intend to put into effect which are likely to impede
substantially the implemenrarion of the common transpoft policy.
326. Reference has already been made to the recommendarion of
3L January 1968 rcgarding the Federal German Government's transport
policy programme for 7968 to 7972.(2) In addition, the Commisiion
issued opinions or recommendations  in the following  cases:
(i) Dutch measures to reorganize inland waterway transport;(3)
(ii) Belgian bill making the classification  certificate compulsory  for
all transport which is subjec ro rhe provisions of the decree law
of. 12 December 1944 creating an inland navigation conrrol
office;(a)
(iii) Dutch draft regulation on the transport of dangerous sub-
stances;(5)
(iv) German draft regulation  to amend the rules governing  access to
road traffic;(6)
(v) Dutch draft regulation on the scrapping of inland warerway
vessels;(?)
(vi) Luxembourg bill to approve amendmenrs  to Article 29 of the
Conditions of Operation of the Luxembourg  State Railways
and a draft Grand-Ducal regulation on the conclusion of special
rate agreements  by the Luxembourg  State Railways;(8)
(vii) German bill to amend the provisions of the Federal railway
law concerning the Minister of Transport's right of supervision
and the compensation granted ro rhe German Federal Railways
(DB).f)
11) Olticial gazette No. 23, 3 April 1962.
(2) Sec.309.
(3) Ollicial gazette  No. L 34, 7 February  L968.
(4) lbid. No. L 75, 27 March 1968.
(5) lbid. No. L 83, 5 April 1958.
(6) lbid. No. L L67, t7-July t968.
0  tbid. No. L 9, Ls J^;v&y 1969.
(E) Ibid. No. L 218, 4September 1968.
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Consuhation procedure concerning  infrastructure  inuestments
327. In accordance with the Council Decision of 28 February 1966
establishing a consultation  procedurc f.or investments in transport
infrastructure,(1)  the Commission  held discussions  with the Member
States in two cases l
(i) on 18 March l-968 in respect of various road-building  projects
communicated by the Governments of Germany, France and
Luxembourg;  more than half of these projects relate to trunk
roads;
(ii) on 26 Apri| L968 in respect of waterway development schemes,
particulaily fot links between norrhern France and Belgium  and
between the North Sea and the Mediterranean.
Application of the standstill clause
328. Procedure under Article 769 was initiated by the Commission
against the German Government for infringement of Article 76 by
the regulation on the allocation of cargoes in inland waterway
transport,(2) and this procedure has not yet terminated.  The Govern-
*"ni  har declared that it will do all it  can to enable foreign
barge-owners to share in the transport reserve constituted by the
disputed regulation, on the same conditions as German barge-owners.
This declaration of intent must, however, still be implemented through
measufes which actually put the foreign barge-owners on the same
footing as German barge-owners.
Tbe Consuhatiue Committee on Transport
i29. Ls part of the programme of work for 7967'68  submitted
to it by the Commission,(3)  the Consultative  Conmittee  on Transport
(Articli g3 of the EEC Treaty) has rendered  Opinions  on the following
matters:
(a) Practical criteria for detecting conditions of uneconomic compe-
tition in transPort;
(b) problems raised by the development of container uaffic.
Oflicial gazette  No. 42' 8 March 1965.
First General Report  (L967), sec,238.
Ibid., sec.24t.
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. , Concerning (b), the Committee  has been requested to issue
additional Opinions on:
(i) Rules governing capacity in road haulage;
(ii) Rules on restrictive agreemenrs;
(iii) The establishment of a single rransport document.
The Committee has continued its studies of the need to
harmonize the conditions  governing  access to and pursuit of the
occupation of transport auxiliary, and possible ways of doing this, in connection both with the common transport policy and with
freedom of establishment  and freedom to supply serviies.(1)
Moreover, following an emergency and priority consultation,
it has rendered an opinion on the problems 
"iiring 
from the con-
ditions and procedures to be laid down by the commission  under
Article 9 of Regulation (EEC) No.7174/68 for publication of individual
contracts  containing rates outside the standard  rafe brackets.(2)
TRANSPORT  POLICY UNDER THE ECSC TREATY
Price formation and transport conditions
in the coal and steel sector
General
330, Together with the Member
to seek a common solution to the
or minimum  chargeable  distances
Community.(3)
measures
States, the Commission continues
problem of the minimum  charges
applied by certain railways in rhe
Special tariff measures
33.1. By its judgment of 8 February 1968,(4) the Court of Justice
of the European communities quashed  I)ecision No. 1,4/66 of the High
First General Report (1967), sec.241..
Sec.321.
First General Report (19671, sec.243.
Recueil de la Jurisprudence de la Cour, XIV, p. 1.
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Authority dated 20 July 1,966 authorizing  the German  Federal Railways
to charge special freight rates for certain consignments of coal and steel
from and to the Saar.(r)
It follows from this judgment that the special rates, which the
Court found to be support rates, can be applied as a temporary
measure  only.
The judgment has referred the matter back to the Commission,
which has resumed its study of these tariff measures on the basis of
the provisions of the Treaties of Rome and Paris.
332. Under Article 70, fourth paragraph, of the ECSC Treaty, the
Commission has authorized a special tariff measure by the French
Railways relating to the transport of Lorraine iron ore to Belgium.('?)
The Commission has extended until 14 February 1969(2) its
authorization of a rate agreement concluded between the French
Railways  and the firm of USINOR on the transport by rail of crude
steel ingots and semi-finished steel products from the USINOR
factories  in Lorraine to Dunkirk.
333. The Commission is, moreover, constantly examining all transport
rates and conditions  affected by the ECSC Treaty, and more
particularly  measures reported to have been taken because of compe-
tition from other modes of transport, with a view to determining
whether they are compatible with the provisions of the Treaty.In this
connection it has examined the rebates the German Federal Railways
grant for the transport of Ruhr coke to ltaly. The Commission
has found that during the latest reference period these transport
rates bore a correct relationship to the rates for sea transport.
Publication of rates and conditions ol aarriage
for coal and steel
334. Acring under Article 70, third paragraph, of the ECSC Treaty,
the Commission has examined the changes the Luxembourg Govern-
(r) Ollicial gdzette No. 114, 2 Atgust  1966.
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ment proposes to make in its railway legislation with a view to
authotizing  th e Luxembourg Railways to conclude special  agreements. (1)
Luxembourg intends to introduce a system of. post facto publi-
cation concerning the rates and conditions of caniage for ECSC
products transported in consignments  of at least 5 tons over distances
of at least 50 km as the crow flies. The Commission noted that this
system of publication  did not meet the requirements  which, in the
opinion of the ECSC High Authority, had to be fulfilled if the
objectives of the Treaty of Paris are to be attained. It drew the
Luxembourg  Government's attention to these requirements and asked
it to reconsider its plan accordingly.
335. In this connection, the Commission felt that it had to follow
the line of conduct of the ECSC High Authority, at any rate so long
as the measures adopted to implement the common transport policy
in the tariff field haye not led to harmonized  arrangements  for
the publication of transport rates and conditions. The Commission
is continuing its efforts on this basis with a view to ensuring adequate
publication of the rates and conditions of carriage for ECSC products,
particularly as regards road haulage between certain Member States,
international transport by inland waterway, medium-distance  road
haulage in Germany and France, and rail transport between the
Member States in transit via Austria or Switzerland.
6. Regional policy
336. The Commission of the European Communities  saw to it that the
work of the former High Authority and EEC Commission on regional
policy continued without a break after conclusion of the merger
treaty. At the same time, however, it undertook a general study, the
need for which was becoming  increasingly urgent, of the Community's
aims in the field of regional policy and the methods envisaged  for
implementing  them. Technical progress, and its rapid diffusion under
the spur of competition,  have brought about changes in types of
activity and ways of life; and these confront the regions with enormous,
difficult problems of development, adaption and reorientation for
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which practical solutions  are required. The changes are the more
strongly and suddenly felt in the Community as customs barriers
between the six countries go down, and they become more open
to competition from other countries,  after long delays in adjustment
owing to the two world wars and former protection policies. At the
same time, if there is no regional policy adequate to meet the
problem, the creation of one large economic unit will mean that the
changes will largely benefit regions which are akeady developed and
depress still further regions which are already retarded.
337. Combination and co-ordination of the means of action and
research  available to the institutions of the Community and the
Member States are particularly suitable for confronting this problem,
on which the social and political balance of the Community depends.
Accordingly,  the representatives of the Commission have been in touch
from the outsef with the national administrations  responsible  for
regional policy in the member countries. The main object of these
contacts was to find ways of collaborating at Community level. They
resulted in wide-ranging discussions  of matters arising in connection
with regional policy at Community level, in particular the planning,
co-ordination  and implementation  of action.
In 1958, action took three forms: harmonization  of national region-
al policies, and harmonization of common policies with regional
policy; the creation  of new regional activities  and means of development;
and specific studies on the potential of certain regions and general
studies on matters concerning a whole category of regions or even all
the regions.
HARMONIZATION  OF NATIONAL AND COMMON POLICIES
338. Harmonization is particularly  necessary in the matter of regional
aid, since the growing amount of such aid and the increasing
interpenetration  of the national economies in the common market have
caused the effects of aid to become felt f.ar beyond the national
frontiers.
Harmonization in the various fields should keep pace with the
development of common policies-as in agriculture, and to a lesser
degree in transport-or of co-ordinated  policies, as in economic
policy, more particularly medium-term policy. Of course, as these
policies take shape, they entail options and lines of action which280  ESTABLISHMENT oF THE ECoNoMrc  UNION
profoundly affect the present activity of the regions and determine
their future for a long time ahead.
The Community's  main work on harmonization  during 1968
is described below.
Regional aid
339. The regional financial aid given by the Member States is most
effective when accompanied by the necessary infrastructures, concen*
trated on industrial growth points, granted to sound enterprises which
will have a strong impact on demand in the area, applied temporarily,
proportional to the seriousness of regional problems, and allocated
under regional programmes.
It was on these principles that the Commission based its opinions
on the Member States' arrangements for aid.
In order to facilitate co-ordination of aid at Community  level,
the Commission has taken a stand on the general arrangements for
regional aid made by certain member countries.
Links utith the common transport policy
340. In pursuance of EEC Treaty Article 80, the Commission
authorized  the application by the Italian State Railways of reduced
tariffs for certain agricultural producfs from southern Italy. The
reductions will have to be cut by 50% on 1 January 1,970 and will
cease altogether  on 1 January 1,971.(L)
The matter of special tariffs for the Saar and the Palatinate,
in accordance  with both the EEC and ECSC Trearies, has nor yet
been finally resolved. The Commission is aware of the fact that the
economic situation of the Ldnder does not depend only on transporr
rates. (r)
341, In connection with investments  for creating the Community
transport arteries which are very important for the development  of
a number of regions, the Commission held consultations with the
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Member States, under the procedure  laid down in the Council Decision
of 28 February !966,on investment proiects in road and inland waterway
infrastructure.  It is not yet possible to assess how far this consultation
procedure will lead to a more thorough and co-ordinated consideration
of regional requirements.
342. The Commission  also paid attention to the objectives assigned
to Community  action on regional policy in the proposals  which it
submitted for implementation of the common transport policy'
notably those on the obligations inherent in the concept of public
service(l)  and access to the markets in road haulage and transport
of goods by inland waterway.(2)
Regional ellects of cuork
on agricubural  structures
343. As regards Community financial aid to agriculture, in L967 the
Commission passed to the Council eleven proposed regulations on
Community  programmes for the Guidance  Section of the European
Agricultural Guidance and Guarantee Fund. So far, negotiations  on these
programmes  in the Council have had no result' Implementation  of the
programmes would have made it possible to assess regional require-
ments more efficiently when the resources of the EAGGF Guidance
Section were allocated.  (3)
In a wider context, that of preparatory work on the policy for
reform of agricultural  structures, it has been found that the efforts
made by the public authorities to carry out this reform should differ
according to the types of Community  regions (industrial, semi-industrial
and semi-agricultural, mainly agricultural  regions). Moreover, an impor-
tant factor in implementing  the reform policy is the creation of new
jobs in regions where the reabsorption  of agricultural manpower
into competitive economic activities is especially difficult in the
nature of-the case. Generally speaking, these creative efforts should
be greater where the infrastructures  in the wide sense are deficient, or
whire it is necessary to adapt them fundamentally to the ptoposed
new structures. In this way, measures of structural reform would tie
up with Community work for the direct creation of jobs and develop-
ment fesourses.
Sec.313.
Secs. 318 and 320.
See Ch. III, 1.
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THE CREATION  OF NEW REGIONAL ACTIVITIES
AND MEANS OF DEVELOPMENT
344. The Community has helped to create new activities and jobs by
industrial redevelopment,  in pursuance of ECSC Treaty Article 56, and
by loans from the European  Investment Bank, in pursuance of EEC
Treaty Article 130.
The trend, often encouraged by the Community,  towards
integrating industrial projects in general programmes  has been
accentuated in the redevelopment  projects recently submitted  and
given fresh impetus in the policy lines laid down by the European
Investment  Bank.
Redeuelopment
345. Following the confirmatory opinion of the Council, the Com-
mission decided to grant loans totalling 47.5 million u.a. to help
in the fulfilment of 14 projects. At the same rime, 20 further
applications for assistance were made by the Governments. The
schemes approved will make it possible to re-employ some 8,000
workers. The technological standard of the substitute activities is
high, ensuring that jobs are high-grade  and the working  conditions
among the best.
The redevelopment schemes in large mining areas, such as the
Ruhr and Dutch Limburg, involve various factors of regional
scope, such as land utilization policy, air pollution,  etc. These schemes,
all carried out in pursuance of the ECSC Treaty, have helped to
provide a satisfactory  solution to the problems of re-employing
workers from the coal and steel industries.
Very similar redevelopment problems  are aheady arising or are
foreseeable in other economic sectors, but on a particularly large
scale in agriculture. Two cases brought to the notice o{ the Commission
are mentioned  below.(1)
The schemes  in question are as follows, according to region:
N orth Rhine /'W estph alia
346. The German Federal Government and the North Rhine-\flesrphalia
Land Government have increased their efforts to achieve a better
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balance of the industrial structufe in zones with too high a concen-
ffadon of ECSC industries. In support of this project, the community
decided to grant eight loans at a low interest rate for a total
of 1.8.5 million u.a.
The establishmenr of enterprises  on the sourhern border of the
Ruhr coalfield received pafficulaf encouragement.  In this zone firms
can be allocated  industrial sites free from mining damage, well
placed for transport  and enioying the benefit of the whole infrastructure
of rh" Ruhr coalfield. Preference is given to raw-material industries
in order to make the products of advanced technology,  besides steel,
easily accessible to manufacturing  industry in the Ruhr.
community  loans have helped to encoufage industrial invesrments
totalling 156 million u.a. and to creare more than 2,600 new jobs.
About 
"two thirds of these jobs were given to former miners and
steelworkers.
Dutch Limburg
347. The mine closure programme in Limburg has continued and more
than 24,000 jobs should cease to exist in the period 
-7966-70,
Over 13,b00 workers have already left the mines for other employment.
In conjunction with the efforts of the various Netherlands
authorities,  ihe Commission decided to help finance a n-ew industrial
project which would result nor only in finding work for ex-miners
Lut'"lso in diversifying the activities of the region. _The Commission
particularly favours' atioutline project-suggested -by the Kerkrade local
'authority, concerning a score of small and medium-sized enterprises,
which would re-employ some 900 former miners by about 1972'
Belgian Limburg
348. It was decided to allocate a first instalment of credit, totalling
around 4 million u.a., for installing industrial plant in the Genk South
and Lanklaar-Eisden areas included in the Limburg  reorganization
programme, to which the commission had previously  decided to
contribute  aid.(r)
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Hainaut
349. The reorganization of the charleroi region has enjoyed a distinct
benefit from the establishment  of a substantial  industrial unit producing
heavy earth-moving equipment. For this purpose the Commission
decided to grant a loan of 7 million u.a., and expects that more than
3,000 workers, of whom at least 300 are from mining and sreelworks,
will be satisfactorily re-employed  as a result.
In continuation of the scheme for installing plant in a number of
industrial  areas in the centre and the Borinage, the commission  decided
this year to allocate a second instalment of credit of 5 million u.a. to
the Ghlin-Baudour  area in the Borinage and the seneffe-Man  age arca
in the Centre.(1)
Nord/Pas-de-Calais
3J0. The large industrial  area of Douvrin-la-Bassde  is being developed;
the commission has decided to allocare a first loan of 3 million u.a.
for the work.(1)
Lorraine
351. A first instalment of a loan, for an amount of 1,g31,000  u.a.,
has been allocated to the industrial estate development  programme
which receives financial aid from the commission. ihis mone/will be
spent on work in the creutzwald  and Saint-Avold areas, in the coalmining
district, and the Briey and villers-la-Montagne  areas, in the iron-ore
mining district.(2)
In the same region the commission  has agreed to aid the installa-
tion- of a tyre factory at Toul, near the Neuves-Maisons mining and
steel centre, with a loan of 5 million u.a., and a transport enteiprise
at Saint-Avold with a loan of 860,000  u.a.
The establishment  of these two enterprises will create some L,150
jobs by 1971,.
l;) W*th (ECSC)  General Report,sec.425.
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Lombardy
352. Some 50 of the steelworkers  and iron-ore miners affected by
shutdowns, particularly in Val Trompia (Brescia), will be re-employed
in a factory making sporting guns. The Commission has assisted the
project with a loan of 480,000 u.a.
353. Besides the ECSC redevelopment  schemes, the following two mat-
ters were also examined.
The Commission  is investigating  the situation  and prospects of
the carded wool industry in the Mazamet-Castres  areas and the Olmes
district (Midi-Pyrenees),  Tilburg (North Brabant), Eeklo (East Flanders),
Euskirchen,  Aachen (west North Rhine-'S7estfalia), Neumiinster  (Schles-
wig-Holstein)  and Prato (Tuscany).  The investigation has only just
begun, but it has revealed the local effects of structural  changes in
this industry. The effects are very differently viewed, all according
to the regional development plans guiding the authorities  concerned.
This applies to the whole of the textile industry, the situation of
which can be fairly assessed only in the light of the process of
geographical redistribution of industrial enterprises in the Community
territory and the regional effects of this redistribution.
In Sardinia, more particularly in Sulcis-Iglesiente, the effects
of the decline of coalmining are aggravated  by the present difficulties
in the lead and zinc industries. The Commission, in close collaboration
with the Italian authorities, is trying to soften the impact of these
successive  regressions on the island's extractive industries and to
integrate the area into the development  of Sardinia as a whole.
Regional dctiuity ol the European lnuestment Bank
354. The European Investment Bank continued its work for the
development  areas during 1968 In accordance with EEC Treaty Article
130(a). (r)
In Italy, the Bank's activity was largely devoced to helping the
less developed  regions in the South. During L958 the Commission was
asked to render its opinion on some 25 projects, of which about
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TABLE  15
Redevelopment schemes scheduled  for Community financial  aid in 1968(1)
Amount  o{ loan
North Rhine-  W estph alia
Gladbeck
Datteln
Datteln
Dorsten
Ltinen
MK Recklinghausen
MK Recklinghausen
Liinen
Dutch Limburg
Roermond
Kerkrade
Belgian Limburg
Lanklaar-Eisden
Genk South
Hainaut
Gosselies
Seneffe-Manage (Centre)
Ghlin Baudour (Borinage)
Nord/Pas-de-Calais
Douvrin-la-Bass6e
Lorraine
Saint-Avold
Briey
Villers-la-Montagne
Creutzwald
Toul
Saint-Avold
Lombaily
Gardone Val Trompia
u. a, (rouided
figures)
139,000
3,000,000
1,250,000
125,000
1,500,000
5,000,000
2,250,000
5,000,000
55,000
2,762,000
4,000,000
7,000,000
3,963,200
3,038,400
305,000
L99,999
118,000
349,000
5,000,000
850,000
480,000
Estimated
number
of new iobs national
currency
DM
555,000
12,000,000
5,000,000
500,000
6,000,000
20,000,000
9,000,000
20,000,000
Fl.
199,000
10,000,000(1)
Bfrs,
200,000,000(r)
350,000,000(3)
L53,160,000(3)
FF
15,000,000(4)
1,506,000(5)
983,000(5)
582,000(5)
1,722,000(5)
24,685,000
4,246,000
Lir.
300,000,000
1-20
250
200
45
180
537
300
980
industrial
areas
3,000
industrial
areas
industrial
afeas
1,000
1,150
70
80
900
industrial
areas
This table includes  only those amounts  contributed  as a result  of an official  decision  by the Commission.
(1) First instalment.
('!) lrst instalment 9f 4 loan totalling  Bfrs. 350 million approved by the Commission iir 7967 ("fable 15 of First
Generul  Repoft  (7967)).
(3) Second instalment_of  a loan totalling  Bfrs.750 million approved by the High Authority in !966 (Table73  of
the Filteenth  (ECSC) General Report).
(a) firstof.twoloanstotallingFF30.gmilliongrantedbytheHighAuthorityinT966  (Table73  of theFilteenth
lLuJu) uenefat  Kepoft).
(6) Last installrlert of a loan totall.inglF  44.4 million approved by the High Authority in 1966 (Table  73 of the
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15 were in southern Italy and the remainder in central Italy, Sardinia
and Sicily. In France, the projects  approved by the Commission con-
cerned the modernization  and rationalization of potash factories in the
Haur-Rhin department, the building of a thermal power station in
Loire-Atlantique, and the extension of the natural gas pipeline  system
in the south-west.
As regards other member countries, the Commission gave a
decision on a project concerning  improvement of the water supply
for agricultural, industrial and domestic use in north Lower Saxony,
in Germany.  It also approved participation  by the European  Investment
Bank in financing  the construction  in Belgium of a section of the E L0
motorway from Antwerp to the Nethedands  frontier, and a project
to increase the supply of drinking water for industrial and domestic
use in Luxembourg.
355. A particularly  significant case which the Bank submitted for the
Commission's opinion was the granting to regional financing institu-
tions of aggregate loans to finance the development  of small and
medium-sized  enterprises situated in areas undergoing industrialization.
The Commission approved  this system of aggregate loans. It considered
the development of small and medium-sized  enterprises, whose influence
on the labour market is relatively strong' to be an essential  complement
to the creation of infrastructures and the establishment of relatively
large and technically advanced factories.  The establishment  of a number
of such smaller firms might fundamentally  change the economic pattern
of. a region; some of them might subsequently  attain a considerable size.
The Commission  rendered a favourable opinion, without prejudice
to reservations  expressed elsewhere regarding general aid systems, but
insisted that it should be informed in advance  concerning the policy,
as regards choice of location and of type of industry, which the
financing insitutions receiving the loans intended to follow when
alTocating the loans to enterprises.
356. In 1968 many regions benefited  considerably from Community
financing, in the form ot both Commission redevelopment loans and
Bank development  loans.
In one particular case' concerning the earthquake damage in
Sicily in January and February 1968, the Commission offered the
Italian Government  aid from the EAGGF and in vocational training.
It also offered technical and financial assistance for the preparation288 ESTABLISHMENT OF THE ECONOMIC  UNION
and implementation  of a development plan for the part of the island
affected by the earthquake.
However, the Community cannot restrict its action to financial
aid, important though this is. It can already help to solve problems
of redevelopment outside the ECSC's scope by means of the studies
which it is able to carry out and the suggestions  which it is able
to make.
REGIONAL DEVELOPMENT STUDIES
357. ln the present state of flux of activities and ways of life, the
regions have to have as much current and advance information as
possible to enable them to determine their future. Since the Commission's
function in this connection is to analyse changes  in the scale of the common
market and its place in the world, it is in a position to make a
considerable contribution to the analyses which will help rhe regions to
decide what their policy lines are to be and how they are ro follow
them. In 1958 the Commission began or continued a number of special
studies on certain regions and general studies on problems of regional
development  as a whole. To carry out these studies properly, the
Comnr.ission  must have at its disposal information resources  which
are as extensive and complete  as they can be made.
Special studies
Schlesuig-Holstein
358. The authorities  affected by the regional study on Schleswig-
Holstein have examined the progress  made and provided some additional
guidance. The study will provide all the data for selecting  secondary
centres, which was its principal object. Considerable  attenrion will also
be paid in it to evaluating cerrain major infrastructure projects,
particularly in transport (ports, mororways, bridges),  and thorough
use will be made of the input-output tables available in Schleswig-
Holstein. The study was scheduled for submission  by the end of 1958,
but this has been postponed  to the beginning of 7969 to enable certain
statistics which appeared at the end of 7968 to be taken inro accounr.REGIONAL  POLICY 289
Bauaria
359. At the request of the German Government,  the Commission  decided
to finance a redevelopment study on the Amberg region under ECSC
Treaty Article 45, subparagraph  4.
Developments in the iron ore mines of the region are raising
problems of the reform of industrial structures.  The object of the
study is to determine a range of new processes  or products to assist
the economic recovery of one of the region's principal industries and
thus maintain the level of employment  and income in a jeopardized
area.
Liige/Belgian  Limbwrg/ Maastricht  /Aachen frontier region
350. As stated in the last General Report, the study on this rcgicn
began ln 1968. The study contract was signed on 18 December 1967;
the Commission  is one of the principals on the same footing as the three
Member States concerned.
The object is to describe the problems of the region and its
prospects and to suggest Community solutions. The working pafty
for the study met twice in 1.958. It examined an interim report and
decided the lines along which later work should proceed.
South Belgium
361. On 3 July 1968 the Belgian Government  applied to the Conrmis-
sion, in pursuance of the ECSC and EEC Treaties, for financial and
technical assistance in a general study on the economic development
of the southern  region of Belgium. The Commission  agreed and on
19 December  1968 signed a contract, jointly with the Belgian
Government,  authorizing the study to be carried out by an ad hoc
association of two research  institutes.
With the help of the Belgian Government, the institutes will
make a critical analysis  and a summary of all the important studies
already conducted on different parts of the region. This should make
it possible to establish a development programme  for the region in
line with the Belgian and Community economic programmes.  The
study is to take fwo years, but there may be interim reports on parts
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The Loire
362. At the request o{ the French Government, the Commission
agreed to participate in a study on the development prospeds  of the
Nantes-St.  Nazaire conurbation.  The study will be in two parrs:
the first is to chart the innovations which might be made in the
context of an economically profitable programme  in the region; and
the other will deal with application of a development  programme
with Community, national and regional technical assistance. The results
of the first part are expected to be available  in autumn 1969.
On 15 October 1968 the Commission  approved two contracts,
signed jointly with the French Government, assigning the first part of
the study to two specialized institutes.
Val d'Aosta
363. The Committee for the Industrialization of the Val d'Aosta,
which was set up this year and on which the Commission  is
represented,  met in Aosta to examine two studies(l) carried out in
accordance with its instructions and to determine the programme of
activity in the coming months.
The object of the studies was to ascertain the new activities  and
industrial projects which would be best for this Alpine valley and to
propose measures for implementing them.
Calabria
364. The study decided on in 1967 by the Italian Government and the
Commission  to promote development  of the tourist industry in Calabria
was continued during 1968.
The working pafiy which is supervising rhis study, and which
consists of Commission  and Italian Government representatives,
examined  the potential of the various parts of the region and provided
the institutes responsible  f.or a portion of the study with the terms of
reference  and data they needed.
e) -hd.*ri"l  development  in the Val d'Aosta, an analysis of industrial location
factors_-and-aid required" and "Education  and career ambitions of young people
in the Val d'Aosta".REGIONAL POLICY 291,
'Work so far has confirmed that, when theory is put into practice,
the results will depend on what the competent authofities can do to
prevent land speculation.
General study
365. In order to obtain better information on the structural changes
in the economy which have repercussions at regional level, the
Commission  launched a long-term  research programme designed to
determine the lines to be followed in certain specially  important fields
of regional policy. On 30 July L968 it approved three survey projects.
Thesi are t; be completed within a short period. They will essenfially
contain analytical accounts of research carried'out  or in progress  and
a general view of the conceptions and ideas developed in the various
countries. They should spotlight  the major problems to be solved with
a view to guiding future action.
The first survey is on urban concentration, with special reference
ro cosrs and the definition of the type and optimum size of the urban
centres from the economic, social and human points of view. The
second study concerns the conditions of establishment  and development
of centres of quaternary  activity, notably research, and their snowball
effects on the geographical distribution of activities. The third study
concerns the main points of entry and exit by sea in the Community
(conventional ports and possibly transhipment harbours)  examined
from the angli of transport techniques and their influence on the
economic  structure and development  of the regions.
The Commission also asked an institute to supplement  theoretical
work already done on the planning and development  of industrial
sites with practical information, based on experience  in Community
countries, which will help in the creation and administration of
industrial areas,
Documentation
366. In order to accomplish  the various tasks concerning  harmonization
of policies from the regional point of view, the creation of new
acd;ities, and development studies, the Commission has expanded  its
exchange of information with the regional authorities of both292 ESTABLISHMENT OF THE ECONOMIC  UNION
Community and non-member countries. A body of data has thus been
assembled to which additions should be made in future so that the
Commission  can be kept posted concerning  all important work done on
regional problems.
7. Social policy
367. The following pages show that the Commission has un-
remittingly  continued its current work on the many facets of social
questions. Furthermore,  1,968 saw the adoption  of important decisions,
particularly that completing the final stage in establishment of the
freedom of movement of workers; approval of a regulation to har-
monize certain social provisions concerning road transport; and the
drawing up of the memorandum  on structural policy in agriculture,
in which social aspects have been given a predominant  place. These
twelve months were also clearly notable for adaptation of the tasks
of the three Communities to a common viewpoint, which implied
fresh impetus to activities in the social field and the establishment
of priorities. '!7ith an eye to action more or less long term) particular
attelrtion  was given to employment  problems, to study of possible
ways of making the European Social Fund more effective, and to
endeavours fo improve treatment of the social aspects in the various
common policies.
THE CORRELATION BET\ilEEN  SOCIAL  POLICY
AND THE OTHER COMMUNITY POLICIES
358. In a resolution adopted on 29 February 7968 the Council consid-
ered that the social policy tasks arising, both for the Community
and for the Member  States, from the various common policies or
activities  to be pursued under the Treaties  of Rome and Paris had to be
examined in order to ensure consistency between social measures taken
or envisaged in connection with these yarious common policies or
activities,  each of which had its own, partial, social aspect. To this
end, the Commission  submitted to the Council on 29 July 1958 an
interim report on the "correlation  between social policy and the other
Community  policies".SOCIAL POLICY 293
Social aspects of general economic policy
369. The studies on general economic policy embrace important aspecrs
of social policy, whether it is short-rerm  economic policy (trend
analyses and policy recommendations)  or medium-term economic policy
that is concerned.
ln 1968 the Council endorsed the ninth report on manpower
problems, which contained practical suggestions for solving the short-
term problems posed in the field of employment.(1) Furthermore,  in
the short-term policy recommendations  addressed by the Council to
the Member States on a proposal by the Commission every year
since '1"964, guidelines were laid down for incomes, prices, wages,
employment, etc.
370. The first medium-term  economic policy programme emphasized
employment  problems. The draft of the second programme concentrared
mainly on the structural problems  and policies and stressed the part
which should be played by the vocarional guidance and training of
young people, training, readaptation and further training of adults,
the organization and functioning of employment services, and the
creation of nerv jobs through the establishment  of new industries.
Both programmes also set out a certain number of guidelines of
a social nature, especially with regard to incomes policy, regional policy
and housing policy.
Agricwlture
371. Special attention has been devoted to the social problems of
agriculture within the framework of  studies connected with the
Commission's memorandum on the common agricultural  policy.
Furthermore, a study was carried out on the readaptation of
workers who are obliged to leave farming and need to be guided towards
other branches of activity.
An important step towards rhe completion of Community social
policy was accomplished on 6 June 1968, when rhe rwo sides of
industry signed an agreement on the working week in agriculture.
It was the work of the Joint Advisory Commiree on Social Problems
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of Paid Agricultural  \Vorkers that enabled the Commission to ask the
representatives  of employers and workers to conclude  this agreement.
Talks are now being held with a view to concluding an agreement on
the working week in the stock-raising sector.
Since the usefulness of the annual survey on the working week
and wages in agriculture has been proved, a similar study will be
put in hand for horticulture, forestry and wine-growing-  Among
ih" tr.* studies being undertaken, reference may be made to the
investigation  of labour costs in agriculture. As far as the studies on
industiial health and safety are concerned, the commission  has
consulted the Joint Committee regarding the priorities to be observed.
Examination of the two proposed regulations  on the training of
social and economic  advisers and the retraining  of agricultural  workers
continued in the competent  departments  of the Council.
Fisheries
372. Social measufes  have also been taken in connection with the
common policy for deep-sea fishing. The commission  has finished
drafting " "Surv.y of the social situation in the deep-sea fishing
industry of the Community countries", to help towards achievement
of the aims it set itself in its "Report on the situation in the
fishing industry  and basic principles {or a common policy".(1)
In this connection the Commission has submitted to the Council
three proposed regulations,  one of which concefns "the introduction
of a common structure policy for fisheries". Articles 10 and 11 of this
proposed regulation provide for the possibility of action of a social
nature concerning,  in particular, the level of social protection, the
conditions of vocational  training and retraining, and the improvement
of living and working conditions at sea.
A start has been made on the study of problems of vocational
training in the deep-sea fishery sector.
Lastly, by decision of 7 June L968, the Commission has set up a
"Joint Advisory Committee on Social Problems in the Sea-Fishing
Industry".
(1) Chapter X, sec. f of the report.Transport
3]3. On 30 July 1968 the Council, acting on a proposal by the
Commission, endorsed the text of a first regulation on the har-
monization of certain social provisions in road transpoft.  This
regulation specifies the minimum  age for drivers, the composition
of crews, crews'driving  time and resting time, and checking mechods.
The introduction of community rules for the installation of a
mechanical monitoring device on road vehicles (a recording tachometer)
was discussed by the Joint Advisory commimee on social Matters in
Road Transport.  The Commission  continued with the preparation of
a proposal for a second regulation concerning provisions  on the
working week, annual holidays, public holidays and th. prohibition
of goods transport on Sundays and public holidays. The Commission
has consulted the Joint Advisory Committee  and governmenr experrs.
tffith regard to vocational training, work continued on the
drafting of European "career briefs" for the training of lorry drivers
and road hauliers.
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374. As regards  inland waterway transport,  the preparation of measures
to harmonize certain social provisions has also continued (consultations
are taking place with the two sides of the industry). Such measures
are likewise being prepared for rail transport,  which has been made the
subject of comparative  studies of working conditions in the Member
Sfates.
Other proposals for regulations  submitted  by the Commission  to the
Council also comprise important social features. The proposals  concern
compensation for the fulfilment of obligations  inherent in the concept
of public service,  access to the market in road and inland waterway
transport, and normalization of railway accounts.
Energy policy
375. The proposals drafted by the Commission for the institution of
a common energy policy have many social aspects.(l) In the Com-
mission's view, all the work to be undertaken must be consistent
with the social aims of the Treaties.
(1) Ch. III,4.present efforts are to be intensified in order to assure improve-
ment of the social conditions of workers in enterprises in the energy
sectors;  vocational  training; health and safety at working.places;  and
the implementation  of preventive measufes for safety and hygiene,  not
only in the exploitation of sources of energy but also in the transpoft
and use of the products.
Besides sectors undergoing expansion,  such as oil, natural gas
and nuclear energy' the Communiiy's  energy economy covers coal,
a declining ,..toi'which obviously  calls for the implementation of
additional  social measures.
Social aspects of actiuities based
on the ECSC TreatY
376. Specific  measures already undertaken in the coal sector will have
to be developed and others will have to be planned. Mine closures
still necessary  will have to be carried out as part of carefully phased
programmes of readaptation and industrial conversion, in order to
proft.t workers from the risk of unemployment  and to preserve the
ih"n..r of developing the regions concerned. It will be important to
promote the employment of sufficient numbers of young arrd skil-
ied personnel, who will still be indispensable  for the rational exploi-
tatiJn of the coalmines; with this in mind, the Commission  will endeav-
our to get the idea of a "short career" for miners accepted, in
order to meet the well-considered  requirements of a coal industry
which is now being adapted to an economy in full development.(r)
Social aspects of actiuities based
on the Ewratom TreatY
377. The parts of the present Report devoted to health and safety
(Euratom) provide a picture of the work carried out more particularly
in connection with protection against ionizing radiations by the incor-
porarion and appli-ation of the Euratom basic standards in the law
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(1) The rest of the Report furnishes  ample information on the Commission's  activity
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of the Member States; with the revision of these standards in the
Iight of scientific knowledge  and of experience  of their applicability;
and with the co-ordination of studies  and research on nuclear medicine
and hygiene-radioactive  contamination of environment, effects of
radiation on living organisms,  monitoring of background radioactivity,
etc.(1)
Social aspects of tbe elimination of
tecbnical obstacles to trade
378. The General Programme  for the elimination of technical obstacles
to trade resulting from disparities  between the laws of the different
countries, which the Commission submitted to the Council in March
1958, covers a wide range of products subject to legislation  and
regulation in respect of industrial safety. The Commission  will take
care that this work of elimination will be pursued with due regard
for any aspects of safety and social law that may be involved.(2)
Social aspects of company laut
379. In the work being done on the creation of  a  European
company, the representation  of the interests of the workers in such
a company constitutes an important problem.
The Commission is now carrying out detailed studies on this
subject, which also has repercussions  on international mergers (Article 220
of the Treaty of Rome).(3)
EMPLOYMENT  AND TRAINING
Actiuities in connection with employment
380. The ninth report on manpower problems in the Community was
drawn up by the Commission  and submitted to the Courrcil, which
(\ suricz 
"t 
,"q.
(2) Sec.9.
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studied the report at its session of 29 July 1958. Like the previous
ones, the report tor 1968 provides information on the trend of the
labour market by country, branch of activity and region, and quantified
forecasts of future developments. It deals with the measures and activ-
ities in the individual States and at Community  level.
In the conclusions it reached upon examining this report, the
Council emphasized the need:
(a) to reinforce the arrangements and instruments of combating
unemployment;
(b) to implement measures for adapting the amount and kind of
manpower supplied to demand;
(c)  to increase the geographical  and occupational  mobility of workers;
and
(d)  to increase the number of jobs available and improve the balance
of their distribution among the different regions.
381. A "plan for co-operatiorl between the Member States'employment
services" had been drawn up by the Commission, and the priority work
in connection with it  was approved by the Council in 1967. In
implementation  of this plan, the Commission has instituted an annual
reporc on the development  of the employment services' activities.
Furthermore, the comparative study o{ the employment services(1)
is being supplemented by a study of the methods of finding employment
for workers and adaptation of the latter to the requirements of
economic and social evolution.
Lastly, under this plan the Commission organized  fact-finding
sessions in 1968, and a period of collective in-service training for
employment service officials.
382. \fith regard to researches into methodology,  mention should be
made of the study the Commission is carrying out at Community level
of the methods of forecasting  the working population and employ-
ment. These investigations  are being pursued in co-operation with
independent  experts and government representatives. The Commission
has also undertaken various preparatory studies to fry to improve
the forecasts of manpower in the ECSC industries. In addition, it
(1\ Les seruices de main-d'euvre des Etats membres  de la Communaut|.  Collection
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continued its examination of the structural aspects of employment in
certain industries which are in difficulties (textiles, shipbuilding)  or
expanding (electrical engineering, plastic processing), completJ its
analysis of employment in the building trade, and pursued irs analysis
of employment  rrends in the ECSC industries.
Actiuities in connection with
uocational guidance and training
383. In accordance with paragraph 4 of its recommendation  to the
Member States dated 18 July L966,(\ the Commission  has published
irs first "Annual Report on vocational  Guidance Accivities in the
Community-1,957".  The second reporr will be issued in 1969.
This report shows that vocational guidance activities  are improving
and constantly developing, and it also emphasizes the need for consid-
erable intensification  of educational and vocational guidance.
3B4. As regards vocational  training, the Commission has concentrated
its efforts mainly on the alignment of training standards. Following
its work on drawing up a Community list o( minimum knowledge and
skills for the trade of turner,(z) the Commission submitted to the
Council two other proposed  recommendations  at the beginning  of 1968,
for the adoption at national level of community lists for the rades of
miller and grinder. These three lists have been embodied in a single
document for the category of "skilled machine-tool operators',. On
7 November 1968 the Advisory Committee on Vocational Training
approved this document  and the change of its title to "Monographie
professionnelle  europdenne  pour la formation  des ouvriers qualifids
sur machines-outils"  (European career brief for the training of skilled
machine-tool operators). The document will be sent to the Council
early in L969.
Similar studies are being carried out in the building indusrry,
with regard to operators of cranes and other building-site  equipment,
and in the transport industry, for which Community listi on the
knowledge and skills of lorry drivers and road hauliers are being
drawn up.
O Oftlrl"l g"zette No. '154,24 August 1966.
(z) First General Report (1,957), sec. 267.300  ESTABLTsHMEN'r oF THE ECoNoMIc  uNIoN
The two Subcommittees on Training (Steel) and (Coal), which
assist the Commission in its work regarding the ECSC industries,
met at the beginning of 1968 and established the guidelines for a
fourth Action Programme.  This programme relates to the adaptation of
structures, methods and means to meet the new training objectives;
the investigation of problems due to the introduction of computers
and automation techniques in the production and the management
of enterprises; vocational and further training for adults as well as
retraining; and co-ordination of the results achieved by the trade
organizations and enterprises in the field of programmed instruction.
In accordance  with the convention  concluded with the International
Labour Office's Advanced Technical Training Centre in Turin,(r)
a second seminar on training policy and organization  at enterprise
level was held for some twenty executives from mines and iron and
steel plants in  Africa and Latin America. In  addition,  seyeral
scholarships  have been granted to trainees from these areas) to enable
fhem to attend the Centre's regular training courses.
385. The Commission  has continued its efforts to complete certain
studies and surveys. The six national reports on the attempt to
devise multi-skill training programmes have been completed.('z) A
covering report is to be drawn up. An "analysis of the reforms in the
yocational  training field which are being implemented or are planned
by the Member States" js now being completed. A survey for the
purpose of drawing up an inventory of means of training by main
branches of activity, qualification levels and regions is also in
progress.
The covering reports concluding the studies on adaptation  of the
training of staff to technical,  economic and social progress(3) in the
iron and steel industry and in the coal industry are ready and will
be published.
During 1968, Volume IV of the bulletin of training documen-
tation(a) appeared. Next year this bulletin, r,vhich hitherto has dealt
mainly with questions of vocational training in the ECSC industries,
will also include other econonric sectors.
First General Report (1967), sec.274.
Tenth (EEC) General Report,  sec. 240.
First General Report (1967),  secs.268 and269.
lbid. sec.272.
(')
e)
e)
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Work on the Community manual on new technical processes in
the steel industry(r)  has been continued. The first volume, on metering
and automation, has already been published; the second volume, on
mechanization, automation  and metering in blast furnaces, is being
completed.
386. Side by side with its own activities, the Commission  had the
opportunity of assisting  certain schemes in the Community countries
which were in line with the common policy for vocational training.
It gave financial aid to the organization of European occupational
proficiency competitions and participated actively in several conferences
and seminars such as the third international  conference  on rationali-
zation, automation  and technical progress, organized  by IG-Metall;
seminars on harmonizationheld  by the European Institute for Vocational
Training; and the European congress  on vocational training, organized
by UNITESA (National union for technical and vocational  instruction)
and planned to take place in February !969 in Rome.
Implementation  of the first common programme to promote
the exchange of young workers(2) has been pursued. As part of the
tasks for which it is responsible,  the Commission has studied with the
government  representatives the measures to be taken in order gradually
to increase these exchanges  and enable them to produce their full
effect.
In co-operation  with the trade organizations concerned,  the
Commission has promoted  the institution of co-ordinated program-
mes of exchanges of young farmers and craftsmen, and has organized
Community  seminars for several groups of trainees.
THE SOCIAL  FUND, READAPTATION  AND RECONVERSION
The European Social Fund
387. Sums repaid in 1968 by the European Social Fund, with the
approval of the Fund Committee,  totalled 25,904,347.08 units of account,
distributed  as shown in Table 16.
e)
(')
First General Report (1967), sec.270
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TABLE  16
Aid from the Social Fund in 1968
For resettlem€nt
Germany  (FR)
Belgium
France
kaly
Luxembourg
Netherlands
Community
7,487,852.48
799,251..52
7,563,359.23
5,220,854.25
Amount
tu. a./
1,024,881.64
12t.35
1,42,1,95.79
2,024,555.05
845.20
Number
ol
workers
158,862
1,
L9,282
172,126
72
8,5L2,734.1.2
799,372.88
7,705,554.08
7,245,409.30
1,647,276.70
L70,388
1,056
28,071
207,256
1,559
3,1,92,599.04 904,347.08 408,429
f)
(r) In this figure the number ol workers lrom ltaly  resettled  in another Community  country  has been counted
twice, once in the country  of origin and once in the host country  (Germany or France),  The actual number
of persons  resertled is about 180,000.
(') In iiew of note t, the number  of workers is abour  240,000.
The amount of aid granted in 1968 was considerably more than
in 1967 (+11..9 million u.a.), chiefly in respec of France and Germany
and, to a lesser extent, of Italy. This is mainly due to the fact that
certain applications for aid from the Fund which had been previously
made by these countries  could not be sertled unril 1968 because of
technical  difficulties.
The sums repaid by the European Social Fund (credits) and
Member States' contributions  (debits) in 1968 involved the ffansfer
of.2,287,833  u.a. in all, about 223,343 u.a. going to Germany and
2,054,540 to ltaly, with 1,480,210  coming from Belgium, 583,837 from
France, 51,809 from Luxembourg and 172,027 from the Netherlands.
388. The total amount applied for in 1958 was again considerably
Iarger than in the preceding  years; it worked out at 27.6 million u.a.,
compared with 22.9 million u.a. in 7967 and 13.9 million va. in 7966.
Applications {or retraining  assistance account for the whole of this
increase, which relates chiefly to Italy (+4.1million  u.a.).SOCIAL POLICY 303
TABLE  17
Recapitulation of the activity of the European  Social Fund
(20 September 1,960-3I December 1958)
Amount
represented
by applications
submitted
-r-
ltl
Germany I Retraining 34,620,5  48.1. 5 I  2r,07 9,912.7 Z I  ZO,tg1,Z-O-g.2L  I t7,3,03 Gernrany I Retraining 1 34,620,548.1'5 I 2I,079,912.72 20,!91,?0-9.2L  t7,103 (FR)  iResettlemint | 
2,793,60s.071  2,088,523.05 1 
1',718,222.1r 
i230,101
l  to."t 1 t ,r*,ttt-\ rt,"t,rt*r\i,iotnti\r",*^
1'-
Beleium I Retrainine I  5,003,745.55  I  4,042,653.78 |  3,952,717.70  7'835 - 
lResettlem-ent I  z,zls.eot  2,23s::t_  2:233'40 |  13
i  tort I tp*"ttt" l;t--ttr* I 3,%4;1;l a;
France 1 *'***  \ -n;:ir"*l;r,r"*;;i tt,"t*r^l*r,
I 
Resetdemin, I  t,ru!t.*  I _ 
zos,o:l'oe - 
s67,3e0.491 78,118
i'.*  t l;,"',"*' l-"  !y.':_11: ;f1y:l11;
Italv,  n..r"inin*  1 
-aap9g-a5at, 
zc,+eo,szo.+t  23,220,1'54.97  l r,rJJ;
I Resettlemint I  +,+zz,oso.tz | 
4,088,566'85 '  3,992,772.89  1340,037
|  ,o."r I -t,*rrs*- i-rs^tJrr;l ,rt)Erolinsi
Luxem-
bourg
Nether-
lands
Commu-
nity
Retraining
Resettlement
Total
34,660.1,3 12,896.44
7,201.,35r.1,9
1.6,4L7.38
34,660.I3 12,896.44
Retraining
Resettlement
Total
8,103,308.54
L6,784.19
113,886,328.68
9,062,439.67
6,652,993.89  i t1,243
1.6,353.43 I  229
8,L20,092.73 7 ,277,768.57 6,669,357.32 11,472
Retraining
Resettlement
Total
389. The budget of
year 1969, based on
they expect to apply
76,85r,242.27
6,900,787.94
73,962,508.41
6,296,387.32
3L0,760
548,498
122,948,768.35 83,752,024.21 80,258,895.73 959,258
European Social Fund for the financial
Member  States' estimates of the amounts
during the year, is 33.4 million u.a. The
the
the
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Commission also asked the Council to carry forward to 1969 about
lT.L million u.a. from the7968 budget, for the semlemenr of applications
outstanding at the end of the financial year 1968.
390. Lt the end of its eighth year of operation the Fund's activity
was as shown inTableTT.
391-. As regards the changes to be made in the Fund, the time which
has passed since the Commission's proposals  were worked out in 1965,
and the imminence of the final period, have caused the various
authorities concerned to concentrate  on elaborating a much wider
reform than Article 126 of. the EEC Treaty implies. (Under this
Article, the Council may, on the expiry of the transitional period,
maintain all or part of the present  system of aid provided for by
Article 125, and may also decide to what fresh uses the Fund might
be put.)
On conclusion of the work connecred with this matter, the
European Social Fund's Committee  gave the Commission its opinion
on 19 July 1958. The Commission, for its part, continued its study
and will communicate  its opinion to the Council in the near future.
Meanwhile,  the work begun in the Council has been suspended.
Readaptation ol workers (ECSC)
Re adaptati  o n op erations
392. In 1958 the Community's  activity in the field of readaptation
(tiding-over and retraining of redundant workers) reached quite con-
siderable proportions.
Between 1. January and 31 December  1,968 a total of 12,968,266.02
u.a. was set aside for the readaptation  of. 42,748 workers.
Table 18 shows the foreseeable  number of workers concerned and
the amount of credit made available,  broken down by country and
industrial sector.
393. Just as in 1,967, the coal industry was the one to which the
Community  gave most readaptation assistance, in direct connection
with continued endeavours to effect reorganization. In GermanySOCIAL POLICY 305
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assistance-was  given in_respect of 23 mines, in Belgium g, in France L and in the Netherlands i  hard-coal mine and i  brorrrr-.oal mine.
Readaptation  work, however, is also expanding  in the iron-and steer industry: in 1,967 about 8% of rhe beneiiciarieJ *.r. -ork.rs in this indusrry, and in 1958 the percenrage exceeded 23%.
.  The-process of. reorganizing the iron and steel industry required
the complete ot partial cloiing-dJwn of Ld Community  pl"rrt, (A in Ger_ y"ly, 1in Belgium,2 in France,4 in Itary and l inihe Netherlands). In tie,iron-mining sector readaptation  measures were applied to the staff of 3 mines in France and 1 mine in Germanv
Readaptation arrangements
394. The.governments of several member countries have filed new
requests for aid with the commission in accordance with Article 55(2)
:f^:T lafc,Treaty,-ro 
be granted on a lump_sum  basis (r.J.ptoy_..,t
bonuses and special. compensation  for premature retirement). The commission  has carried oui a detailed examinatio" of "it-it. frobrems raised by. the grant of such lump-sum assistance. It concluded that readaptarion  assisrance  should stili continue to be giu.rr-p;i-*rily for
*.rl::o::.-_of 
achieving the two obl.ciiv.s referreld to in th. Treaty or l,arls, namely:
(1) Protec-rion of the incomes of workers and their families or partial compensation  for losses of income;
(2) Promotion  of geographicar-and  occuparional mobirity in so far as this is necessary for ri-employment. '
.  \.d"ptation assistance has considerabry facilitated the reorganiza- tion of .community  enterprises. Nevertheress  the commirrio.r, 
-r.urirrg
in mind its financial resources, was nor in fayeu, ;ili;;;,  y hrge proportion of the readaptation  funds, in the form of ,.if lSriry'ru-!-
sum assistance, to speed up this reorganization by .".o"r"girrg work_ ers to leave their jobs.
on the basis of these considerarions, the commission  decided that compensation in the shape of lump sums (discharge .o-p."r"rion, rede-
ll9rq."1 bo.nuses, single allowance) ;;;td;-.-;;#;;;er  Ar_ ticle 56(2) of the EC.Sa Treary, *, ih. i.qo.r, ,i  ,f,. gr".ri_"r,rr,
to coal and iron-ore miners aged'40 or over at ihe time .i ,rrZi, Jir.harge, provided they had been in mining for the previous fiu. y;";; 
"ri."r, 
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had been classed as "physically handicapped" under the laws or regula-
il."r l" force in theii countries. Furthermore, total lump-sum compen-
;;;t  per beneficiary is not to cost the Commission  more than
625 u.a.
'!ilithin this framework, the Commission is prepared -to. 
examine
r;;;;T q".tti""t which'might arise from. applic"'i"", :i l\:. 
above-
mentioned "rr"rrg.-*. 
piJbtt,,,t of the kind are now being discussed'
395. The readaptation  systems applicable in Germany' France and Bel-
gium, which *.r..onsiierably todifi"d.itt !967'undetwent  few or no
tr.th.. changes in 1'958' However, in the case of Belgium the Com-
mission decided to accept its Government's  proposals concerning the
aoolication of the general Belgian system whereby  employers who agree
;; ;;;  ;; ; tirrtv X"a t ", 
ha' Ji."pped workers discharged  f rom collieries
;;. g*.t iirr"n.i"t "rrirt",t." 
in- paying their wages' This financial
assistance for wages "tJ 
toti"l thi'gts l'  ott " 
diminishing scale and
tt;;;  "t 
st"nia.d u-o.""' laid down by Royal Dec,re.e.o{ 24 Febru-
^i, 
tgel. The Commission has decided to bear 50% of this burden'
In the case of the Netherlands, the implementing  .details
readaotation measures (Lr iron and steel workttt were decided
ugr..ir.n, between the Commission and the Government'
Re-employment -in coal-mining and iron
and steel-Producing  *reas
3g5.Althoughthedischargeofworkersinthecoalandsteelindustries
;;;;;;l;;yr  r.ruti i" ttEavv unemplovmenr  it does involve' in the re-
gions where it o..o.r,; .I";i"yt" oi 
"tiiuity 
which' in the end' gravely
;ffects their economic  and social equilibrium'
Hence, readaptation assistance must be completed  and closely
combined *ith .on'.isi,on opetations in constantly improved program-
mes designed to ensure continuity of employment'
In this way, the new jobs, numbering  about 8'000'(1) which the loans
gr"nrJ Uy tt "'Co--"n*f- 1,"a.tt Artic[ Se (2 a) of the ECSC Treaty(z)
rn ill help to create, will enable about 3,500 former miners and steel work-
of
by
(1) Secs. 345 et seq.
(r) Secs. 457 et seq.308 ESTABLISHMENT OF THE ECONOMIC  UNION
ers to 
_be- re-employed, with priority over other categories of workers.
since 1961, the community's  efforts in the .oru.rri"o' fielJ wiil thus have facilitated reinteg^ration (apart from industrial estate schemes) of 33,500 former ECSC-industry  workers into stabre jobs in various alternative industries.
Re-employment  of uorkers obriged to leaue agricurtwre
397..The reintegration in the other economic sectors of male and female
workers obliged to leave,the land has given rise ro nume.rous  froblems. The commission  has undertaken 
" 
,.rri"y in order to collect dlta which could help in elaborating the poricy to be adopt.d, .rp;;;iry 
", 
regards possible methods for. promoting.  the re-emproy*.ni 
"frtti, firrp of peo-
ple and for overcoming  the difficulties  stiri experien;;ib;iu.",i'*ork.r,
who change to other occuparions-difficulties which;; ;;-;;y.horog-
ica.l. or sociological or may be due to their 
"..i-iJr-iniJr-urion, guidance and readaptation.
FREE MOVEMENT  OF \(ORKERS
398'. on a proposal from the commission(l)  and after the European Parliament had been consulred,  rhe Council'adopted 
"" 
Zi iJ"  196g a regulation(2) and a directive(B)  compreting fr..io-  ;i ;;;.nr  for workers. Thus, almost a year and a half in advance of the date speci- fied by rhe Treaty, and parallel with establishment .f ,h;;;;;;,  union, one of the fundamental principles of the Community has been put into effect. The Community provisitns adopted  Uy rlr. CJr".,f ;;;; i;;;;; off the legal and normirive ,rrr'.r.rr.'orrtrined  by tlr. p]."i"", ..g.rl"-
tions.(a)
At the same meeting the council adopted, in accordance with Ar- ticle 22(2) of the EEC freatv, a decision^appiying Aili;,  ;8 and,49 to the French overseas departments.  The Commrrri,y prouirions on the
-l 
gr"ejle No. 145,_8 July 1-967, Tenth (EEC) General Report, sec. 242, and,
.^. \rst Generul Report (1967),i.i. ZSS.
(2) council  Regulation prcl  r.lo. lar-zZ8 of 15 octobe r 1.968 onthe free movement of wo rkers wi thin the C c: m1,g2i1y,  _olf i, A t s i  i 
" 
ti i N o. t 
.j i, it 6;;;f;; bA. (3) council Direcdve No. d8l3601cE1';i  i5"&;;b.r 1.968 onthe abolition of restric_ tions on movement and residence within the-iommunity of workers of the Member
... States and their  f amil ies, 
^Oll 
i ci al ga zett e N i. I zii, tg October 196g. (a) First Generar  Rebort d967), t.ri. iis uli:q.,z"a ?ftxt.- bv M. Levi sandri, vice- President of the tlomrni ur"i, ii-nifir- ii6.'ii-Ls.SOCIAL POLICY 309
free movement of workers have thus been extended to Guadeloupe,
Martinique, Riunion and Guiana.(1)
399. The Commission  has continued  to examine with the Member  States
problems raised by application of the Treaty's provisions concerning  the
right to remain in the territory of a State after having been employed
there.
400. During 1958, measures giving priority to the employment  of r,vorkers
who are nationals of the State in which they work were resorted to much
less frequently  than during the previous  years. As in previous  years too,
Germany,  Italy and Luxembourg  did not invoke the "safeguard clause"
of Article 2 of Regulation  No. 38 of 1 May 1964; and after April and
July 1968 respectively, the Netherlands  and France likewise refrained
from making use of this arrangement for national protection  of employ-
ment in certain areas and occupations. Belgium, however, saw itself
obliged to maintain the priority of the national labour market for under-
ground and surface workers in mines in the provinces of Hainaut/
Lidge and Limburg.
40L. Inco-operation with those Member States which do not have bodies
for the recruitment of labour in Italy, the Commission  continued its
activities for obtaining  informacion quickly on Italian workers  prepared
to accept employment in these States. It also carried on a number of
more specific activities for the purpose of promoting vacancy clearance
and, more particularly, helping to place young workers who had under-
gone crash courses for jobs in the Community  at centres specializ-
ing in high-speed training.
In its report on "The free movement of workers  and labour mar-
kets in the EEC-1967"  the Commission surveyed vacancy clearance
activities and studied more particularly the problems raised by the appli-
cation of Community  priority and equality of treatment as between
workers who are nationals of other Member States and nationals of the
host country in a less strained labour market. On 22 May 1968 the
Commission  and the Member States decided to study the means of gradu-
ally achieving a better balance  between  job offers and applications  within
the framework of Communitv vacancv clearance.
(r) Council  Decision No. 58/359/CEE of 15 October  1958 applying Articles 48 and 49 ol
the Treaty to the French  overseas  departments, Oflicial gazetteNo.L257,19  October
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402. The Advisory Committee on Freedom  of Movement  for'V7orkers
met on 1 March and L7 May 1968 to study the broad lines of the pro-
posal to be formulated  with a view to determining the right of workers
to remain in a country.(l) The Committee expressed its views on
matters concerning the final cessation of work when a worker reaches the
age of retirement or is permanently disabled.
In the Committee's opinion,  the conditions governing the worker's
right to remain in the country where he was last employed  should relate
to the duration of residence  and of employment. It emphasized that the
right to remain in a country should be granted not only to the worker
himself but also to the members of his family who had been allowed to
join him before he ceased working.
Furthermore, the Committee took cognizance  of the rules which
could serve as basis for the Member States'labour  law. A working party
of the Commiftee was set up to study the matter and is still pursuing its
investigations.
The Technical  Committee  has continued  its work on the progressive
creation of an instrument to facilitate the exchange of information  be-
tween the Member States and the Commission on the notification of
applications for and offers of employment for vacancy clearance pur-
poses. On the basis of brief descriptions  of a number of trades or
groups of occupation for which labour is short in Belgium and France,
the working party set up for this purpose has defined the terms corres-
pondingto the description given. Vacancy clearance withinthe Community
could be considerably  speeded up as a result of this information.
HARMONIZATION  OF SOCIAL SECURITY ARRANGEMENTS
General problems concerning social security
403. The studies on the economic  effects o{ social security and the
financing of social security in agriculture have been completed and will
be submitted to the Council. A new edition of the "Comparative tables
of social security systems-in  the Member States of the European Commu-
nities: I - General system", updated to l July 1968, has been prepared.
The Commission is pursuing its study on the financial problems of so-
(r) Sec.399.SOC]AL POLICY  311
cial security, scheduled for complerion in 1.969. rn addirion, work for
the_ publication  of a series of social security indicators  (typical figures
and characteristic relative values in this field) has b..r, ,t"ried.
.  Thedraftingoffiftyinformationmemorandaconcerningoccupation-
al diseases on the European list has now reached its fina'l phase, and
these memoranda can therefore be published during 1969.
The commission has drawn up and submitted  ro rhe council  a
report on the extent to which the Member  States have ratified the
various conventions of the ILO, several of which concern social secu-
rity; the European code of social Security; and the council of Europe's
European  social charter. The council has taken due note of the reporr
and re_quested  the commission to undertake a detaired study of the
obstacles which prevent cerfain conventions from being ratitied,.
The biennial examination  of the responses  made by the Member
states to the two recommendations of the commission in connection
with the European list of occupational diseases and the conditions
o{ compensation for them(l) was carried out in May 1.96g.It showed
that certain progress had been made by national  legisiation in this field.
404. As in 1965, 1966(2)  and 1967,(3) rhe financial aid furnished  by the
Member states in 1958 to help meet the claims on the social security
schemes  in the coalmining industry was scrutinized for conformity witir
Article 2(2) of High Authority Decision No. 3/55.
- The steady shrinkage in the number of actively employed  miners is
resulting in a substantial rise in the ratio of pensioners io workers, and
this is one reasoJr why the governments  are having to pay out larger and
larger rums each year to reduce the burden of social-seturity  contribu-
tions. The increase for the community as a whole was g.26lo in 7966.
11.4% in'1.967 and 5% in 7968.
405. The 'working 
Party on social Security in the coal Industry,(s) set
up ty the Joint committee on Terms of Employment (coal), has contin-
ued its studies. It has examined the informatiott pr.p"r.i-by the sub-
groups and decided to edit it before passing it on to ihe yoint committee.
(L) Ollicial  ga.zette No. 80, 31 August 1962, and No 1.51, 17 Aueust 1966.
(z) Fourteenth (ECSC) General deport, secs.320  and399,  and Fifteeith-(ECsc) General
Report,  sec. 462,
(3) First General Report (1967),  sec. 304.312  ESTABLTSHMENT  oF THr, EcoNoMIc  UNIoN
406. L new report comparing community and British(l)  social security
schemes at 1 january bel was submitted to the Coal Committee of
the UK/ECSC Council of Association, which approved it.
Social security lor migrant workers
407. The Commission continued its work on the general revision of the
social security regulations  for migrant workers adopted under Article 5L
of the EEC Treaty.(2)
It notified the Council of the following  matters:
(1) Amendments  to be made to the proposed Council regulation on the
application of social security arrangements to workers in paid
employment  and theirfamilies  moving from oneCommunity  country
to another(3) - 
hereafter called Regulation No. 3 revised -
as a result of a supplementary  report by the Administrative  Commit-
tee for the Social Security of Migrant l7orkers and Opinions of the
Economic and Social Committee  (a) and the European Parliament.(5)
(2) A proposed Council regulation to provide annexes to Regula-
tion No.3 revised.(6)  The Economic  and Social Committee rendered
its Opinion on this proposal in plenary  session at the end of Octo-
ber 1.968, and the European  Parliament  at its session in November
1968.
(3) Amendments  to be made to the proposed  Regulation No.3 revised
to take into account the case law established by the Court of
Justice of the European Communities with regard to pensions.
The Council  began its discussions of these regulations on 22 Sep-
tember 1968.
However, finalization of the proposed Council regulation laying
down the implementing  procedures for Regulation No. 3 revised will
still take some time, largely because the above-mentioned amendments
to Regulation  No. 3 will be taken into account in the implementing
regulation.
(r) First General Report (1967), sec. 303.
('\ Ibid., sec. 305.
(3) Oflicial  gazette No. 794,28 October  1966.
(4) lbid. No. 54, 5 April 1967.
(5) Ibid. No. C 10, L4 February  1.968.
(6) lbid. No. C 95, 21 September  1958SOCIAL POLICY JIJ
408. Besides settling day-to-day mamers  such as administrative pro-
blems or questions of interpretation  arising from the Community regula-
tions implementing  Article 51 of the Treary, the Administrative
Committee  produced  the preliminary  drafts of the regulations  menrioned
above. It also began a study with a view to establishing  Community
provisions to implement Article 74 of Regulation No. 3 revised on
the collection of social insurance  contributions on the territory of a
Member State other than the one to whose social security scheme
a worker belongs.
It is appropriate to recall that this Committee, which has been
working for ten years, held its 100th meeting in December  1968, the first
meeting having been held in December  1958.
Furthermore,  an investigation  was commenced in the Audit Com-
mittee in order to ascertain the causes of the increase in the cosrs
of medical carc tor wage-earners and their families and tor pensioners,
and subsequently  to make use of the resulting information so as to
highlight the development  of municipal  legislation in this connection.
Wages and terms of employment
409. The Commission pursued its studies of particular aspects of wages
and incomes, such as the study on "basic criteria for determining
wages and the related problems of an incomes policy", which has now
been published,(1) and the studies on wage drift and the sliding scale of
wages. In the wider field of incomes and assets policy, the Commission
has also put in hand two studies: one on "the present state of informa-
tion on incomes and assets in the six countries of the Community"  and
the other on "encouragement of the formation of assets by workers".
410. Pursuing its endeavours to harmonize basic statistics, the Statisti-
cal Office of the European Communities has published data on hourly
wage-rates, the working week and paid employment in industry(2)
(r) Collection "Etudes", Sdrie Politique sociale,  No. 19, 1957.
(2) Statistical Oflice of the European Co-mmunities,  Etudes  et enquAtus  statistiques,
Nos. 2/1958 and 4/1968. Wage rates and the working week  have already been treated
in the joint publication Gains boraires et durle du trauail - 
octobre 1966, No.
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(April and October 7967), as well as the first results of the survey of "la-
bour costs in 1966" in the mining, manufacturing and construction
industries of the Community.(1) Furthermore,  in co-operation  with the
national statistical offices, the Statistical Office has made a survey on
wages in road transport,(2)  the results of which are due to be processed
in 1969.
The Commission has also submitted to the Council a dra{t regula-
tion(3) arranging for a new survey int970 of labour costs in industry,  on
the basis of accounting figures for 1969; water, gas and electricity pro-
duction and distribution will be included in the survev for the first time.
4LL. Taking over from the ECSC High Authority, the Commission has
published such studies as those on "trends in wages, terms of employ-
ment and social security in the ECSC industries  in 1967" and "job analy-
sis and job evaluation".
Lastly, special attention was paid to the effect of technical pro-
gress on systems of payment in the coal and steel industries.
A study on "the degree of mechanization and methods of payment
in Belgian, Dutch, French and German collieries" has been completed
and submitted to the ECSC Consultative  Committee; a report on the
development of methods of payment has been completed and will be
published during 1969.
412. As regards equal pay for men and women, the Commission  has
started to prepare a new report setting out the position in the Member
States as at 31 December 1968. A questionnaire has akeady been sent
to the competent national authorities in order to obtain the neces-
sary information.
48. an the subject of working conditions, a survey on Sunday work-
ing in the glass industry has been arranged. This survey is additional  to
those carried out in five other branches of industry. Furthermore, a
study on holidays with pay in the Member  States of the EEC has been
(1) Statistical Office of the European Communities, Etudes et enqudtes statistiques,
1.958,  supplement.
(2) Council  Regulation  No. 100/65/CEE, Ollicial gazette No. 134,22 July 1.966.
(3) Regulation adopted by the Council  on 21 November  1968, Ollicial gazette No. L 289,
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published.(r)  The ECSC's  activities in the field of comparative  labour law
have been continued. Another study, "The legal system of employers'
and workets' organizations",  has been added to the existing publica-
tions in the "labour law" series.
lndustrial relations
414. On 6 and7 May 1968 the Commission arranged  a meeting of the
Central Group of Employers and !florkers to study the general lines of
the Commission's future actiyity in the social field, the programme
of operations  likely to promote the implementation  of Article 118 of the
Treaty, and the progress of work in the Commission and the Council.
Furthermore, by means of informal contacts,  the Commission has
endeavoured  to widen its direct connections with the European secre-
tariacs of the various trade unions and employerc' organizations  and wirh
the representatives of both sides of industries faced with specific
problems.
For instance, by way of experiment  and with the assistance of
national bodies, either governmental  or representing employers' and work-
ers' organizations,  the Commission has begun to collate collective agree'
ments in force in the mechanical and electrical engineering  industries.
The results will probably be available early in t969, and they will no
doubt make it possible to judge whether this work can be extended to all
branches of industry.
In the field of collective agreements,  the Commissions has published
the rundown on "developments in collective bargaining in the Commu-
nity industiies  (1953-63)".
415.ln the fields for which they are competent, the Joint Committees
on Harmonization of Terms of Employment in the coal and steel
industries have approved the following studies,which  have been published
or will be published shortly;
(a)  comparative tables on the de iure (statutory  and contractual)
de lacto position regarding the employment of manual wor-
kers in the coal industry;
(r) Collection "Etudes", Sirie Politique sociale,  No. 18, 1957.Jlb ESTABLISHMENT OF THE ECONOMIC  UNION
(b)  comparative tables on the de jwre (statutory and contractual)  and
de facto position regarding the employment  of manual workers
in the steel industry;
(c) the impact of technical progress on productivity,  wages' the
working week and employment (case studies in tl"re steel industry).
In addition, the Joint Committee for the coal industry has examin-
ed a report on "the trend of wages and wage costs between  1954 and
1,965 in Community collieries" and has continued to prepare its study
on statutory and contractual  provisions  for the protection of young work-
ers in the coal industry. The Joint Committee  for steel has under-
taken a study of the measures  introduced  in the Community countries
to remedy the social repercussion of structural  changes in the steel
industry. Two other studies will deal with "the various  aspects of the
shorter working week" and "the scale and nature of absenteeism".
416. The contact group linking the Commission of the European
Communities and international  federations of metallurgical  and mining
supervisory  staffs has held a meeting. Its discussions concerned, in
particular,  problems of the employment, re-employment on other work
within the firm, and readaptation of supervisory staffs in the coal and
steel industries.  Furthermore,  the representatives  of the International
Confederation of Executive  Staffs expressed  a wish {or closer co-opera-
tion with the Commission. Certain studies are being prepared for the
committees of non-manual workers in the coal and steel industries; they
deal with the working week and the representation  of non-manual work-
ers at enterprise and industrial branch levels.
Comparative tables on the de iure (statutory and contractual)  and
de facto position regarding the employment of non-manual  workers in
the coal and steel industries  of the Community  have been completed  and
are to be published.
Sociological  research on new steelworks
417. The Commission is now finishing a research project undertaken in
completely new steelworks. The object has been partly to distinguish
technical progress in its pure form in these enterprises,  and to study
its social impact in them as well as the concrete solutions found for the
difficulties exper'enced,  and partly to investigate the problerns which
have faced enterprises  set up in regions with no steelmaking  tradition.
The Cornmission  hopes to publish the results towards the end of 1969.SOCIAL POLICY 317
HOUSING
ECSC
41B. Commission financing of housing for workers in the ECSC indus-
tries, the aims of which are both economic  and social,(1) has been contin-
ued. Fresh funds have been granted,(2) under scheme vI in particular.
The funds from this source' totalling 20 million u'a. for the years
1966, 1967 and 1968, have been fully expended in France, Germany,
Luxembourg and the Netherlands. The question  has arisen of pursuit of
the Commission's  work via a seventh  scheme for financing housing  con-
struction. The Commission  has begun to study the housing situation and
pfesent needs in the Community  countries, especially with regard to the
industries coming under the Treaty of Paris. The inauguration of the
100,000th dwelling built since 1953 with financial aid under the
ECSC schemes took place on 19 November  1968 in Ghent. The house
forms part of a project of 500 dwellings under construction in Bel-
gium in the communes of 'Wachtebeke and Zelzate. Further information
on the financial measures  decided upon in the course of. 1,968 is given
in Table 19.
TABLE  19
Financial operations  endorsed under loan-aided  Scheme VI
for the construction of workers'  houses
(7 January 1968-3I  December 1968)
Germany  (FR)
France
Luxembourg
Netherlands
Industries
LOar
L-Oal
Coal
Iron and
steel
Iron and
steel
Dates  of
Commission
decisions
8-5-1968
20-3-1968
29-7-1958
24-6-7968
3t-7-1968
from the Special
Reserve
DM 10,900,000
DM  500,00
FF  3,740,000
Bfr. 20,000,000
Fl.  2,890,000
I i'"- |
Rate I borrow-l Rate
I  rnes 
L
40/ Lto
to/o
10/ Lto
L/O
401 LlO
(t) Filteenth (ECSC)  General Report, sec. 47I.
(2) fuid., sec. 474.
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Germany (FR)
419. Financial aid for the construction  of miners' houses in the Land
of North Rhine-Westphalia was conrinued under Scheme VI.(l)
Three grants, totalling DM11,400,000,  were allocated to rhe Ruhr
and Aachen hard coalfields and the brown coalfields of Cologne and
Helmstedt. These advances from the ECSC Special Reserve, at a rate of.
interest  of.1'o/o , are to part-finance  the building of 3,100 dwellings for rent-
ing and for ultimate owner-occupation.  The funds set aside for the
Ruhr are intended in the first place to facilitate the transfer of miners
under the arrangements  for the reorganization of this coalfield. The
funds earmarked  under Scheme vI for financing housing for workers in
the iron and steel industry have been completely exhausted.
Belgium
420. The possibilities and methods of implemenring  a sixth scheme in
Belgium  have been examined. A commission  decision on the aliocation
of ECSC funds may be expected  early in 1969.
France
421. Allocation  of a third and final tranche to French collieries under
Scheme VI has been endorsed.(2)  An appropriation of FF 3,740,000 has
been made for the construction  of about 440 dwellings with a view to
owner-occupation.  The loans, at a rate of interest of 7%, will be
allocated to three coalfields. A sum of.FF 2,490,000 has been earmark-
ed for house-building in the Nord/Pas-de-calais  coalfield. These dwel-
lings are primarily intended for miners who, as a result of pit closures,
have been obliged to move to anorher part of the coalfield-. The other
two loans are FF 750,000 for the Lorraine coalfield and FF 500,000 for
the whole of the Centre/Midi coalfield.
Of the total of FF 16,000,000(3)  set aside for building houses for
workers in the French iron and steel industry, FF 5,300,000, the third
and last tranche, was paid in 1968. This amount will be used for the
6 ii*E;r"l  Report  (1.967), sec.  31,5.
(l) Filteenth (ECSC)  Genieral Report, sec.479.
(3) Ibid, sec. 480.SOCIAL POLICY  3I9
parrial financing of 700 dwellings  in the Est, Nord and Centre regions,
most of which are intended for ultimate  owner-occupation.
Italy
422. The possibilities  and methods of implementing  a sixth scheme in
Italy have Leen examined. The Commission  is expected to take a decision
on the allocation  of ECSC funds early in'l'969.
Luxembourg
423. lJnder Scheme vI, Lfrs. 20,000,000  have been approptiated for the
building of houses for steelworkers.  Besides this advance, supplementary
,.ro.rr.-., contributed by the State Savings Bank amount to Lfrs'
31,500,000. This total of Lfrs. 51,500,000 will help to finance the con-
struction of approximately 720 houses for owner-occupation'
Netherlands(L)
424. L sum of Fl. 2,890,000  has been released for implementation of
the sixth housing scheme.  This advance will be used for building some
450 steelworkers;dwellings,  mostly for owner-occupation, in the western
provinces  of the country.
Recapitulation  of uthat the ECSC has done
425. Fromthe time it first began to provide assistance for the building of
houses for workers in ECSC industries up to 31 December 1968, the
Community  contributed  financially, under Experimental  Schemes I and
II and the six major loan-aided  schemes, to the construction of
109,446 dwellings, of which 68,259 were to be rented and4L,187 tobe
ultimately o*rr.i-o...rpied. At the latter date,lA0,985  had been complet-
ed.
(1) Fifteenth (ECSC) General Report, sec.484.320  ESTABLISHMENT oF THE ECoNoMIc  UNIoN
Table 20 gives the operational position and Table 2l the financial
position at 31 December  1958.
TABLE  20
Operational position of Experimental Schemes  I and Il
and loan-aided  Schemes I-VI at 31 December 1968
Dwellings
financed ln preparauon building completed
Germany  (FR)
Belgium
France
Italy
Luxembourg
Netherlands
75,455
7,'1,'1,4
t7,675
5,318
595
3,188
3,759
L,463
848
880
1
400
7'1,458
5,185
1,5,463
4,407
684
2,788
839
465
364
JT
1
TABLE  21.
Financial  position of Experimental Schemes I and Il
and loan-aided  Schemes I-VI at 31 December 1968
(million writs of account)
Germany  (FR)
Belgium
France
Italy
Luxembourg
Netherlands
Community
48.20
4.60
25.53
6.54
2.75
5.20
1,3.24
19.26
8.04
1.70
2.1,4
r49.21.
2.30
5.06
2.06
0.63
5.97
170.65
26.76
30.59
16.64
4.48
13.31
676.04
26.68
125.45
2s.21
6.22
12.90
846.69
52.84
1,56.04
41.85
1"0.70
26.2L
e2.22 
| 
o .tt r25.23 26r.83 
I
I
872.50 1,,734.33
The following
ECSC's work in the
completed).
diagram shows at
subsidized  housing
a glance the progress of the
field (dwellings financed andlzl
I
I
I
J
I
I
I
I
I
a q  Eit iir
e=
E}
't5 AGi
E
{
E
B
I ltl
E E ]]E
o
o
a
E
I €
Gi
E lu u
(!
00
c)
N
O (t)
C) r{
EE$EEsqqEeg€gg :-::+-5-.;r[5::::
E6Eiag;56EEEE;322  ESTABLIsHMENT  oF THE EcoNoMIc  uNIoN
Special scbeme(\)
!!,.,ln  initial report on the ECSC special building scheme approved in
L962 was published in autumn 7968 in the four clmmunity-languages.
The guiding principles of this scheme are:
(i)  to complete dwellings and community infrastructure  simultaneously  ;
(iil  to make allowance for changes in living habits when drawing up
plans and building dwellings.
_  _ Building-work  on_ the salzgitter-Lebenstedt  site in Germany  was
finished at the end of 1958. !7ork is in progress on sites at wul-
fen (Germany),  Le Creusor (France), Heemsklrk (Netherlands) and
Piombino  (Italy).
Preparation of the Belgian  scheme at Genk is not yet complete.
Howsing for migrant workers
427. The commission  has drawn up a first report on the action taken
by Member states on the recommendation coicerning the housing of
workers and their families who move from one community  counrry ro
another.(2'3) This report, which contains all the replies received from
the governmenrs, relates to the period 15 July I965iS Juty L966.
.  The most significant results recorded  in the report concern the cal-
culation of present  and future housing requirements  1in which allowance
will hencefoth always be made for migratory movements)  and specific
financial aid to migrant workers' houiing, Lspecially in Belgium and
Germany.
SOCIAL SERVICES  AND FAMILY  QUESTIONS
428. The commission  has regularly checked up on the extenr to which
the Member  states have implemented its recohmendation(a)  on social
services for migrant workers in the community. A second report has been
t'l 
"t*"rn 
f ICSC) General Report,secs.  485 to 489.
\il Qtficlal gazerre No. 1,37,27 Jily 1965.
\i.) \inth (EEC)  General Repoit,  iec. 256.
(a) Recomnrendation of 23 Jily 1962, Olficial gazette No. 75, 1,6 Atgust 1962.SOCIAL POLICY
issued on the fesponse made to this recommendation,  containing the
official replies received  from the governments.(1) This documenf-not on-
ly shows *h*t " 
stimulating  effect the recommendation  has had, but also
iemonstrates the most significant aspects of the efforts made in the
social field on behalf of migrant workers and their families. Action was
also taken in connectiott *ith the vocational and further training of
social workers concerned with migration. Two meetings  were arranged:
one in France, for French, Belgian  and Luxembourg  social workers, and
the other in Italy, for Italian or Italian-speaking  social workers. These
two meetings dealt primarily with the problems of young workers'
Furthermore, the commission  has followed  the development of the
social services in the various countries, in order to pinpoint the most
topical quesrions. Thus, the social problems of old people were studied
from the different  angles (demographic, economic,  sociological, psycholog-
ical, etc.), but this investigation has not yet been completed'
42g. The commission has conrinued to follow the development  of the
family policy of the Member States. It took_part in the tenth conference
of European ministers reponsible for family questions, the subject of
which was "Woman between job and tamily".
Finally, in view of the growth of the cheap group-holiday move-
ment, the Commission has undertaken a study in the member countries
for the purpose of collecting information on the actual situation  and on
requirements  in this field'
COMMON  HEALTH AND SAFETY  POLICY
430. The merger of the Community  institutions should make it possible
ro synthesiz. ih. g.tr.t"l guidelines and methods peculiar to the ECSC
and the EEC:
(a) medical  research (Article 55 of the ECSC Treaty);
(b) consultation and information  policy (Article 46 of the ECSC Treaty)  ;
(c) harmonization of social conditions (Articles 1.17 and L18 of the
EEC Treaty).
G) S.."rd r*ort on the action taken on the recommendation  concerning the work of
' ' rf.i.il"ii.i"i..r  r"i *o.[.tr *ho move from one Community country to another
(1965 -66), Document 15157 /V / 67.324  ESTABLTSHMENT  oF THE ECoNoMIC uNIoN
It follows that the measures taken in the past in each of these fields
must be mutually adapted and linked up so as to make an eltective
contribution  towards a community social policy centred on priority
questio:ns common to all industries.
lndustrial medicine and health
13], A working parry, composed of chief medical officers of the large
ECSC enterprises,  has held a meering at which it studied the results
of a survey on the work of company doctors in the main industrial areas.
The working pafiy decided to give priority to the study of matters con-
cerning the medical examination of workers and to the physician's contri-
bution to ergonomics.
432-. The programmes  of research  on industrial medicine,  traumatology
and industrial physiology and psychology, which have been .rnd.t *iy
since 1'964, are nearing completion.  A second series of annual reports
describes the progress  made in each branch. on the basis of information
obtained from the scientific advisory commimees, the commission has
decided to consult the circles coneerned  (both sides of industry and gov-
ernment  departments)  with a view to carrying out three new-program-
mes. These relate to:
(i) chronic respiratory diseases,
(i0 rehabilitation (cardio-respiratory  and motor deficits),
(iii) stucly of man ar work,
and are intended  to follow on the programmes  now being completed.
433. The five-year programme  of physiopathological  and clinical studies
(respiratory  complaints and occupational poisoning) has entered  upon its
final stage.(r)Most  of the work carried out undeithisprogrammeof  90
research projects was finished by December 1968. rhe nrit results are
already being processed. Side by side with the research work proper, the
epidemiological  survey on chronic bronchitis is proceeding very satis-
factorily.
(r) First General Report  (1967), sec.330.SOCIAL ?OLICY 325
A teach-in for basic research on the pneumoconioses  was held in
Florence on 76, 17 and 18 October 7968. Tbe conclusions concerned.
in particular:
(a) the intensive, systematic campaign to be conducted, using every
modern prophylactic and therapeutic method, against concur-
rent pneumoconiosis  and tuberculosis;
(b) the importance of individual immunoreactions in the development
of pneumoconiosesl
(c)  the immediate  prospects for specific therapy, already  resred by trials,
against the occurrence and development  of pneumoconioses.
434. A summary of the studies carried out under the first rehabilitation
programme has been published,(1)  and research under the second pro-
gramme has continued  and been discussed  by the research workers.(z)
The Commission has authorized fresh research  on myo-electric  prosthe-
sis for arms and the extension of three current research projects. 'Sfith
regard to the programme on the treatment  and rehabilitation of burns
patients, two new series of investigations  have been initiated.  Thirty-one
research  projects are therefore in hand.
435. The result o( a Community survey on safety, carried out in the
ECSC industries, have been published.(3) Two fresh studies give a sum-
mary of the results obtained in mines and iron and steel plants.(a)
A considerable  part of the research work under the second "human
factors and safety" programme has been completed. Correlation  of the
findings obtained will enable a comprehensive report to be dratted.
Fresh research work under the first "ergonomics" programme was
undettaken in 1968. The investigations have been continued with the
co-operation of industrial circles. Ergonomic teams have been set up by
Charbonnages de France and by the Dutch coal and steel undertakings.
The results obtained  have already shown that, in certain cases, very
distinct increases in productivity  have been obtained as a result of improve-
ments to working places.(5)
436. The research actiyity encouraged  by the ECSC Treaty has given
rise to the publication of numerous scientific articles.  Reprints of these
(1) Collection "Traumatologie  et riadaptation", No. 1,
(2) First General Report (1967),  sec.33I.
(s) Collection "Physiologie  et psychologie du travail", No. 3.
(4) lbid., Nos. 4 and 5.
(5) First General Report (1967), sec.332.326  ESTABLTSHMENT  oF THE EcoNoMIC  UNION
articles have been sent to industrial medical officers and others likely
to be interested. A booklet giving information  on noise, its effects and
its prevention will be published for wide distribution.
Industrial safety
437. The programme of factory inspectorate  traineeships  carried out in
1965 and1.966 was continued in 1968.(1)Twenty officials were enabled
to study the situation in a Community  country other than their own for
two or three weeks. Traineeships for thirteen other officials have been
prepared. Such traineeships  greatly promote the diffusion of informa-
tion on the organization  and duties of factory inspectorate  departments
in the Community.
The work on the approximation of safety legislation with respect
to workers and third parties has been pursued.  'With the collaboration
of experts from the Member States, a proposal for a directive amending
the Council directive ot 27 June 1967 on the approximation of the laws
and regulations  concerning  the classification, packaging  and labelling of
dangerous  substances(z) has been drafted and submitted to the Council.
The proposal is meant to provide fresh rules for the labelling of organic
peroxides; it is the outcome of a new investigation into the labelling of
these substances which the Council expressly asked for when the Com-
munity directives were adopted.
Social requirements were taken into consideration  when the general
programme  on fhe removal of technical obstacles to trade was drawn up.
The working parties on "lifting gear (cables and chains)" and
"grindstones  and grinding-machines"  have continued their activity in
the field of the approximation of safety regulations.
Problems of industrial heahh and safety (ECSC)
Steel lndwstry Safety Commission
438. The Safety Commission and its specialized working parties have
investigated  several matters such as access to the cabs of mobile cranes;
the detection and measurement of gases encountered during repair work
(1) First General Report (1967), sec.324.
(2) Ibid., sec. 325.SOCIAL POLICY )L/
on gas mains, piping and appliances;  the use of oxygen in tapping; indi-
vidual protective equipment  for blast-furnace  ladlemen;  the principles of
safety training.
The principles of accident prevention,  adopted by the Safety
Commission  in 1966(r) have been very widely disseminated  during the
past rwelve months among enterprises, employers'  and workers'  organi-
zations, and bodies connected with health and safety mafters. These
principles were also communicated  to non-member  coulrtries (Spain, the
United Kingdom and Sweden).
lndustrial bealth
439. A third tranche, amounting  to 21.5,121 u.a., has been released for
the second research programme (dust control in mines) from the total
credit of 6 million u.a. granted in 1.964. This third rranche relates ro
further work on four research projects and to eight new research pro-
jects, to be pursued for two years in eight Community  research  centes.
The financial  assistance given for these researches since work started on
implementation  of the programme totals 4,495,598  u.a. At the beginning
of the fifth year of implementation  the facts have shown that the aims
of accident prevention originally laid down and the resuhs obtained cer-
tainly coincide with progress in industrial practice  and meet the require-
ments of modern technology. It will be necessary to ensure that produc-
tion technology  and accident prevention continue  to keep pace with each
other in the future as well.
A joint working party of engineers and doctors has laid the founda-
tions for effective co-operation by means of which it will be possible to
organize in the six countries a survey on the relationship  between the
incidence and development  of the pneumoconioses on the one hand and
the measures taken to control dust in coal mines on the other. The
research work on the factors which influence atmospheric  conditions in
mines, undertaken  by a Dutch organization, has been completed. The re-
sults will be very useful in helping to choose effective ventilation and
refrigeration  appliances in mines.
440. On 14 June 1.967 the High Authority decided to grant a credit of
4 million u.a. for a second research programme  on the technical pre-
vention and control of air pollution  caused by the steel industry. In con-
formity with this decision a group of projects has been studied by the
<t eitr*ttU\CSC) General Report,sec.  505.328  ESTABLISHMEN'r  oF THE ECONOMIC  UNION
advisory committees and submitted to the Commission.  Furthermore,
a rundown has been prepared for publication on the research activities
promoted by the ECSC over the last ten years concerning  the control of
dust and residual  gases in the iron and steel industry.
A new research committee, specializing in questions of air pollu-
tion by iron and steel plants, has been set up.
Mines Safety and Heahh Commission
441. [n1968 the Mines Safety and Health Commission investigated  the
circumstances,  causes and preventive measures connected  with two group
accidents in the Community involving the loss of eleven lives in all. It
also received initial data on a firedamp explosion  which caused  the death
of seventeen people.(1)
It has approved the following interim or final reports on the
activities of its working parties:
(1) 'l7orking Party on Rescue Arrangements  and Mine Fires:
( a) approval of a Community test-proiet for rescuing entombed
workers by means of large boreholes;
(b) report on fires at deep level;
(c) report on fire-resistant fluids;
(d) final report and practical conclusions for application of the theo-
ry of stabilization  of ventilation systems;
( e) reports on the oiganization of rescue work in L965 and 1966 and
the improvement of anti-CO filter devices.
(2) \Torking Party on Flammable  Dusts: reports on barriers to contain
dust explosions;
(3) 'Working Party on Electricity: interim report on the effects of saline
pastes;
(4) '\il(orking  Party on Winding Ropes and Shaft Guides: calculation  of
the effects of dynamic stresses on shaft guides.
Furthermore,  both these Working Parties and the'lforking Parties
on Health and onPsychological and SociologicaiFactors inSafety (safety
(1) Cave-in at No. 4 working  of the Niederrheinische  Bergwerk  AG, Germany (5 dgad)' ' on 15 lune 1967: firedamp and dust explosion at the Varenne (Loire) working,
Francel6 dead), on 3 May-1968;  firedamp  explosion at the "Ministet  Achenbach"
mine, Brambauer, Germany (77 dead), on 4 October 1958.SOCIAL POLICY 329
campaigns) have continued with the task assigned to rhem, and the
Working Party on Combined Stadsrics of Accidents also srarred opera-
tions.
On 10 October 1958 the Mines Safety and Health Commission
adopted its annual repoft f.or L967, which will be submitted  to the Mem-
ber States and the European  Parliament.
Heabh and safety (Euratom)
442. The Commission's work to combat the hazards of radioactivity
consists mainly in the elaboration of rules and regulations  and in investi-
gations and research concerning radiation protection which are closely
connected with radiobiological research. These two activities have been
linked together for ten years now and have progressed side by side, thus
enabling  the Commission to institute and carry out a common health
policy and to obtain scientific support for this policy in a research
programme which it co-ordinates and promotes.
Despite certain difficulties the Commission has, to a large exrenr,
been able to meet the responsibilities in the sphere of health protection
allotted to it by the Euratom Treaty and to achieve positive results
as regards not only the establishment  of rules but also in the fields of
technical  harmonization  and scientific research.
443. The application of Basic Standards,  as laid down by the Council
of Ministers Ln1,959 in the form of directives, has been continued in sev-
eral countries.  Fresh provisions have been drawn up and put into effect:
in certain special branches of protection against ionizing radiation haz-
ards, the provisions  have been either amplified or aligned on the latest
Council directive of 27 October 1966,which amended the Basic Stand-
ards.
In accordance with Article 33 of the Euratom Treaty, the Com-
mission has given its opinion on a Belgian draft regulation, four draft
texts communicated by the Italian Government  and two draft decrees
communicated by the Netherlands. In one case the Commission
made a recommendation and askeil that a provision  be amended to bring
it more into line with the Basic Standards.
In France, several departmental orders have come into force to im-
plement the decree of 15 March 1967 on the protection  of workers
against radiation. By the end of L968 all the Member States had pre-
pared or adopted laws and regulations to ensure compliance  with the
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thus formed is nevertheless  being supplemented  and corrected,  with the
full agreement  of the Commission,  which has established close relations
with the competent  national  authorities in this field.
444. The Basic Standards are not immutable;  their revision was re-
quested in 1,967, and the Commission's  departments and a group of
experts set up under Article 31, began to study possible  amendments. This
work was continued during 1.968.It  has become apparent that no great
change will have to be made in the maximum permissible doses at present
given in the Standards,  but experience in the application  of these Stand-
ards in municipal legislation, and advances in scientific knowledge at
international or European level, will nevertheless lead to the modifica-
tion of certain concepts and definitions connected with the practical
organization of medical and physical control. The revision will probably
be terminatedin1.969, as soon as several studies carried out with the help
of specialized research  centres yield replies to the questions which have
arisen, notably regarding controlled areas, protected  areas, the additivity
of doses, dosimetry and maximum permissible  concentrations.
445. The Commission  has taken an important  step to improve knowledge
of the various psychological aspects of  accident prevention and
industrial safety. In this connection it has prepared the publication of
a final report by a team of psychologisfs and psychiatrists which has
carried out a study assignment.  The report summarizes  thousands of
psychological observations and examinations,  and represents the first
co-ordinated, systematic effort to explore this subject in the nuclear
sphere at Community  level.
The conclusions  of this report will make it possible to adapt the
methods of protection and prevention in research centres and enterprises
and will provide a valuable scientific basis for studying human factors
connected with the prevention of accidents.
The Commission found it useful to try to ascertain, by directly can-
vassing public opinion, the population's  attitude to radioactivity  hazards
and the question of protection. Following  surveys in Germany  and ltaly,
this study is now being pursued in Belgium and Luxembourg. The results
wil be analysed and compared as soon as all investigations have been
completed.
On various occasions the Commission's attention has been drawn
to the importance of informing the medical profession of the hazards
arising in practice from the increased use of ionizing radiations. Prepara-
tions have been made to issue a publication to meet this requirement.SOCIAL POLICY .)-) I
445. The Community procedure  of consultation with experts referred to
in Article 37 of the Euratom Treaty on schemes for the disposal of radio-
active waste was resorted to when eight projects were submitted to the
Commission  in 1968. The Commission  has given its opinion on two Ger-
man, one Dutch and two French nuclear power plants and three German
industrial  plants and trial reactors. The implementation  of this article of
the Treaty continues to be an important  feature of the Commission's
health policy, since it enables concerted action to be taken at Com-
munity level in order to ascertain whether the disposal of radioactive
waste is liable to contaminate  the water, soil or airspace of another
Member State.
447. At a time when there are great prospects of expansion in the nuclear
field in the shorter or longer term, the Commission has made a special
endeavour to determine  the scientific  facts of the radioactive contamina-
tion of environment and to harmonize  the methods of waste disposal and
of measurement  and control at the practical  and technical level. The
possible radioactive  contamination of hydrobiological systems  and the
protection of natural resources of air and water are receiving the
Commission's  serious attention. The effects of actual or potential contam-
ination of environment are not adequately known yet, and it is still
difficult to assess their extent. The main source of contamination  of man
is and will be the food chain. This is why all the investigations which
concern man and his environment must be tenaciously  pursued until the
final objective of the Community's research  programme  is attained, name-
ly, the most precise possible determination  of the danger which might
face the human race as a result of extension of the peaceful uses of
nuclear  energy, It should be emphasized  that attainment  of this objec-
tive will facilitate nuclear expansion,  in particular by helping the health
authorities in their work of supervision and of preventing the occurrence
of radioactive hazards.
During 1968 the Commission's  research programme  was often €Xxrl- ,
ined by groups of national  experts. The work of the Commission in
promoting radiation protection was considered to be useful and effective,
and its continuation at Community level was unanimously  approved.
Although the Commission has not been able to give financial assistance
in 1968 for the implementation  of research  programmes  under contract,
the national authorities and research  centres have still tried, as far as their
funds permitted, to go through with many such programmes,  thus
demonstrating  that the activities and researches of the Commission's
health services are essential ro the common weal and have. in332  ESTABLISHMENI'  OIT THE ECONOMIC  UNION
fact, the character of a true public service. It is to be hoped that
the decisions enabling the Commission to pursue its work of co-
ordination  and stimulation will be adopted in good time, so that the
current activities whose continuation has been rendered possible  by an
exceptional  effort on the part of research centres and their personnel will
not be finally frustrated.
448. The principal  features of the Commission's research  programme in
the fields of radiation protection and radiobiology  are the studies on the
contamination of man and his environment,  including radiation toxi-
cology; those on physical and biological dosimetry;  epidemiological
investigations of groups of people exposed to special hazards; and the
study of the hereditary, immediate and long-term effects of radiation on
human beings. These studies have advanced as normally as the situation
allowed, and the results are to be found in the Commission's scientif-
ic publications.
449. Besides establishing  rules and regulations and carrying out the re-
search programme,  the Commission  has continued to take various steps
to harmonize  the methods and techniques for measuring radioactivity in
water, the soil and food. Furthermore, the programme for the intercali-
bration of individual dosimeters, carried out under the aegis of the
Commission with the help of most of the research centres and insti-
tutes in the Community, has led to considerable improvement in the accu-
racy of. measurements and in the conformity of the doses recorded  by
dosimetric films.
450. Of the Cornmission's publications  during 1968, mention may be made
of a practical guide fior organization of the monitoring of the radio-
active contamination  of foodstuffs  and beverages, which the competent
authorities in the Member States found extremely interesting, and
another document  laying down principles and general methodology  for
determining the limit radiological  capacity of a hydrobiological system.
Thus, progress is gradually  being made towards the indispensable
harmonization between the various  research institutes and authorities
in the \4ember  States of the practical application of the Basic Stand-
ards of radiation protection in the particular spheres of contamination
of water and food, Lastly, several studies are being made to investigate
means of identifying irradiated food, and to harmonize  the regulations  on
the use and testing of irradiated foodstuffs which various Community
States apply for the protection  of public health.ECSC FINANCIAL ACTIVITIES  333
8. ECSC financial activities
451. Under the Treaty of Paris the Commission  can obtain the funds
needed  for ECSC purposes  by imposing  a levy on coal and steel production
or by borrowing. The levy is intended mainly to meet the Community's
administrative expenses-the Merger Treaty lays down what proportion
of the budget of the European Communities should be accounted for by
this levy(1)-and to cover aids for readaptation  and the promotion of
technical and economic research. Borrowed  funds can be used bv the
Commission only for granting loans.
FINANCING  OF ECSC INVESTMENTS
452. The Treaty of Paris empowers the Commission to "facilitate  the
carrying out of investment  projects by granting loans to enterprises
or guaranteeing loans otherwise  raised by them."
In addition to granting loans ro the coal and steel industries, the
Commission may by the same means assist the financing  of operations
and installations  designed directly and mainly to help increase the pro-
duction, lower the production costs or facilitate the marketing  of the
products coming under its jurisdiction.  Aid of this kind, for which it
first has to obtain the unanimous consent of the Council of the
European  Communities, has been given in large measure to the
financing of large power stations, often jointly owned by several enter-
prises, and the building of workers' houses.
Although lending of both these kinds (under Article 54 of the
ECSC Treaty) continued at a high level in 1968, reconversion loans
granted unter Article 56(2) rose faster during the year under review.
Here the object of the loans is to facilitate the financing of new and
economically sound activities or for the reconversion  of enterprises cal-
culated to provide productive  re-employment  for workers rendered
redundant by radical changes in the sales position for the coal and steel
industries.
Under neither Article did other enterprises  apply in 7968 f.or the
Commission's guarantee.  Repayments  on previously granted loans, i.e.
47 million u.a., reduced commitments under this heading to 39.8
million u.a. at 31 December 7968.
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Borrowing operations
453. Articles 49 et seq. of the Treaty of Paris empower the Com-
mission to procure the funds necessary to the accomplishment  of its mis-
sion, especially by borrowing  sums for relending to enterprises. 
'!7ith
its good credit standing  on the capital markets, the ECSC has up to now
raised 52 loans to a total value of 828 million u.a.
From 1 January to 31 December 1968 the Commission  contracted
five loans to a total value of 108 million u.a.-two bond issues
floated on the Italian capital market, one bond issue floated on the
Belgian capital market, and two private loans from German banks.
Classified according  to currency, the loans were as follows:-
Lit. 15,000,000,000  (public loan) :  24 million u.a.
DM.  120,000,000  (private loan) :  30 million u.a.
Bfrs. 750,000,000 (public loan) :  15 million u.a.
DM.  50,000,000 (private loan) :  15 million u.a.
Lit. 15,000,000,000  (public loan) :  4 *4!9!f.*
108 million u.a.
Lending operations
454. Funds available  for lending to enterprises in 1968, from the year's
borrowings  and sundry other sources (see below) totalled 134'8 million
u.a.
1. Borrowed  funds
Already available at beginning of year
1968 borrowings
Anticipated repayments
2. Own resources  (Special Reserve)
Unexpended receipts from previous  years
Allocated  to Special  Reserve in 1958
Redemption  payments on earlier loans
10.5
108.0
7.8
5.8
0.7
2.0
L r:+,s
Most of the monies were re-lent as raised, at 6.750/0 andTo/o, to
finance industrial programmes under Article 54. On the other hand, terms
for redevelopment  loans under Article 56 of the ECSC Treaty were usu-
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ally more favourable. Owing to the partial use of its own resources,  i.e.
the interest on liquid assets, these loans could be granted at the reduced
rate of 4.5o/o tor the first five years, and 6.5o/o to 6.75o/o thereafter.
Loans granted by the ECSC, including those for the building of
workers' houses, totalled 919.9 million u.a. in all, 821.1 million from
borrowing and 98.8 million from the ECSC's own resources.
455. The Community's policy of financing residential building for work-
ers was continued in 1968. Loans for this purpose are as a rule grant-
ed out of the Special Reserye at very low interest and on exceptionally
easy redemption terms, and are furnished in the currency  of the country
concerned to avoid any exchange risks to the borrower. The amounts
made available during the year under review were mainly for Scheme VI,
which runs from 1,966 to 1958, although some payments were made un-
der the "special tranche" of Scheme V. Special Reserve disbursements
in 1958 for the two schemes amounted to 4.3 million u.a.
The opening in November 1968 of the 100,000th  dwelling built with
ECSC financial assistance will give an indication of the scope of these
schemes.
456. The great bulk of the ECSC's loans were, as before, to industry,
for which it set aside, in 1968, a total of 60.5 million u.a., drawn
entirely from borrowings.  The projects assisted all fell within the
priority classes laid down in the Community's "General Objectives".
as follows:-
Coal industry
(a) Productivity  and production-cost improvement  and coal utilization:
Hoesch Aktiengesellschaft  Bergbau, Essen-Altenessen;
Steinkohlenbergwerk  l7estfalen Aktiengesellschaft  (Ahlen, West-
phalia);
(b) Pithead power stations likely to use low-grade fuels:-
Charbonnages de France, Paris (collieries of the Nord/Pas-de-
Calais, Douai);
Saarbergwerke Aktiengesellschaft,  Saarbriicken ;
lron and steel industry
(a) Blast-furnace  burden preparation  and pig-iron production:
Italsider SpA (Trieste plant), Genoa;336  ESI.ABLISHMEN].  OF THE ECONOMIC  UNION
(b) Oxygen steelmaking:
Aktiengesellschaft  der Dillinger Hiittenwerke, Dillingen, Saarl
Koninklijke Nederlandsche  Hoogovens en Staalfabrieken NV,
IJmuiden;
(c) Continuous casting:
Societ) Industrie siderurgiche, meccaniche  e affini SpA, SISMA,
Milan;
(d) Production rationalization and specialization:
August Thyssen-Hi.itte Aktiengesellschaft,  Duisburg-Hamborn;
Usines mdtalliques de Saint-Eloi,  Louis Piret et Cie, ThyJe-
ChAteau;
Acciaierie e Ferriere Lombarde Falck SpA, Milan;
Hoesch Aktiengesellschaft  Hiittenwerke, Dortmund;
Fried. Krupp Hiittenwerke AG, Bochum.
457. 1,3 redevelopment  loans granted in L968 totalled 32.8 million u.a.
drawn from borrowed funds.(l) The breakdown by country is as fol-
lows:-
German Federal Republic
North-Rhine-\ffestphalia  :
Rheinisches Zinkwalzwerk GmbH & Co. KG, Datteln;
Ruhr-Zink GmbH, Datteln;
Spanplattenwerk Miinsterland GmbH & Co. KG, Dorsten;
Borsig Aktiengesellschaft,  Berlin ;
Chemische  Werke Htils AG, Marl;
Faserwerke Hiils GmbH, Marl;
Hiittenwerke Kayser AG, Liinen.
Belgium
Hainaut:
Caterpillar  Belgium SA, Brussels;
Limburg:
Gemeentekrediet van Belgi6, Brussels;
France
Lorraine:
Socidtd Pneumatiques,  caoutchouc  manufacturd et plastiques,
Kldber-Colombes,  Colombes (Hauts-de-Seine)  ;
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Socidtd Omnium national de transporrs et d'exploitation  roud}re
(Onatra), Marseilles;
Nord/Pas-de-Calais:
Socidtd d'6quipement du Pas-de-Calais, Arras;
Netherlands
Limburg:
NV Bouwbedriif Noordland, Roermond.
45g. By 31 December 1968,loans granted by the ECSC since its incep-
tion aie shown in the following table, broken down by sector and
by country.
TABLE 22
Breakdown  of total amount  lent, to 31 December 1968
(million u.a. and  olo)
I 
""trio- 
|
r Luxemboursl ItarY  Nether-  - 
I lands 
I
Community
Coal industry
Iron-ore mines
Iron and steel
industry
Sub-total
Vorkers' housing
Redevelopment and
reconversron
Readaptation
Research
Miscellaneous
Total 453.69 t62.09
Germany
(FR) France
million
u.a,
253.43
30.25
_3e24
582.79
126.53
L23.78
5.92
2.95
0.72
189.74
10.55
176.65
376.94
s6.29
28.84
5.33
t.29
44.92
13.00
_L24_
717.69
23.52
20.58
0.59
0.67
14.00
1.00
26.53
4L.53
32.50
47.93
0.76
0.92
L73.63
27.55
3.29
,a  -t r35.t6
146.63
74.22
25.83
0.23
180.44
4.77
5.70
73.58
L3.76
tr.62
0.64
0.32
0.08
100.00
AID FOR TECHNICAL RESEARCH  CONCERNING  ECSC INDUSTRIES
459. ln 1958 the Commission endeavoured  to apply the decisions taken
the previous year with a view to a more complete harmonization be-
ffie; the protedure for the implementation  of the policy with regard to338 ESTABLISHMENT OF THE ECONOMIC  UNION
aid
the
(1)
for technical research(r) and that which has long been followed in
field of social and medical  research(2).  These measures  concerned:
The establishment  in each research sector (steel, coal, social) of
medium-term programmes, emphasis being given to "hot spots"
where special efforts should be made in 1968,1969 and 1970, and
those sectors where'preferential  action is required;
(2) An evaluation of the funds required for each sector during the
financial years 1968, 1969 and 1,970, so that these programmes
can be carried out;
(3) Laying down of a selection  procedure which will enable the
various projects proposed to be classified according to the agreed
priorities and the financial limits decided on.
By the end of the first half of 1968, medium-term  research pro-
grammes  were published for the three sectors. Funds to be allocated
had to take into account the large amounts foreseeably needed for
readaptation  operations,  and an amount of 6 to 8 million u.a. was
decided on.
Financial assistance for research in 1968
460. 1,968 was the first year in which rhe new procedure was imple-
mented and, in fact, begun during the second half of the year. As had
been foreseen, it was also marked by a considerable  demand for
readaptation (12.89 million u.a.).(3) Despite this considerable amount
reserved for readaptation, the commission  went ahead with its research
policy in the sectors covered by the ECSC Treaty. Thus, in 1958, research
contracts were concluded to an amount of 4.415 million u.a., broken
down as follows:
Steel: 2.158 million u.a.
Coal: 2.247 million u.a.
Disbursements  amounted  to 8 million u.a., bringing total disburse-
ments for research to 63 million u.a. and the proportion of disburse-
ments to contracts  signed since 1952 to 77o/o.
(r) Secs,  237 et seq. and secs. 300 et seq,
(2) Secs. 430 et seq.
(3) For further details see Secs. 392 et seg.in1
CHAPTER  IV
EXTERNAL RELATIONS
1. The enlargement of the Community
Proposals put lorward by member countries
461,. The difficulties of reaching unanimity  on how to deal with the
applications for membership  from the United Kingdom,  Denmark,  Ire-
land and Norway, and with the letter from the Swedish Government,
persist. Despite the appeal put forward by the Commission,  the Council
session on 18 and 19 December 1'967(r) did not result in agreement to
open negotiations with the applicant countries. This difference of
opinion, which was a point of major concern throughout L968, affects
the life of the Community through its political consequences  in that it
may cause Community activities to stagnate. Individual Member States,
aware of this danger, have formulated  a number of suggestions  which
differ widely but are all aimed at making interim arrangements between
the Community and the countries seeking membership.
462. An '!,9 Janaary, for instance, the three Benelux countries put a
proposal before the other Member States and the Commission in the
form of an aide-mdmoire.(2) The obiects were to establish:
(a) in the economic sphere, procedure for consultation between the
Community  and its Member States on the one hand, and the appli-
cant countries on the other, in order to study their applications
for membership; to prevent any increase in the disparities already
existing between the Community and the applicants (and perhaps
to conclude  agreements to which the applicants would also be
parties, especially on European  patents' European  company law,
(t, Flrtt Ct*al  Report (1957),  sec. 427.
(2) Bulletin 3-68, Ch. II.340  EXTERNALRET,ATToNS
and insurance) ; and to undertake  common projects in fields not
covered by the Treaties;
(b) in the political  sphere, closer co-operation in order to achieve the
political unification of Europe.
463. At the meeting berween the French President and the German
Federal chancellor in Paris on 1"6 February !968, a joint declaration(l)
was issued in which the rwo Governments affirmed their willingness
to carry on what they and their partners had undertaken since the
European  Economic Community was set up, and expressed  their inten-
tion to devote all their efforts to completing and developing  the common
market, and to consummate the merger of the three existing Communi-
ties. They looked forward to enlargement of the Communities  by the
accession of other European countries, in particular  those which had
already applied for membership. Until this became possible, the two
Governments  were prepared to envisage such arrangements  between the
Community  and the applicant counrries  as would help to expand trade
in_-industrial and agricultural producrs and to facilitate subsequenr
adhesion to the Community  of the countries which had requested it.
464. On 23 February 1968 the Italian Government  drew up its own
proposals,  in the form of a joint declaration(l)  for adoption by the six
Governments.  In this proposed  declaration, the Membei States were to
undertake:
(a) to continue, with due observance of the deadlines,  the processes
of economic integration  and of the merger of the Communities;
(b) to ensure (for instance, by consultation with the countries  con-
cerned through diplomatic channels or via the Commission) that
no steps were taken which would widen the gaps between  them-
selves and the applicant countries;
(c) to adopt measures ro reduce such gaps; for this purpose, the
Governments  of the Member States were ro:
(i) ask the Commission ro conrinue studying rhe matter of the
applicants' membership ;
(ii) authorize the Commission to propose suitable measures for
co-ordinating  short-term economic policies within the OECD;
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(iii) reach agreement  on participation of their Ministers of Eco-
nomic Affairs and of Finance in the quarterly meetings of
the 'WEU, with a view to ensuring better co-ordination  of
short-term economic policies by the Six and the United King-
dom.
The Italian Governmenf also referred to the possibility of calling
a conference of Ministers of the Member States and the applicant
countries, in which the Commission would participate, for the putpor.
of arranging ways and means of closer co-operation between their
Governments with the object of achieving the economic and political
unification of Europe.
465. Finally, on 27 February  1968 the Belgian Government submimed a
memorandum on technological co-operation in Europe. More than had
been done in the past, this document emphasized the need for action
all along the line, springing from a clearly defined political will. The
memorandum proposed that :
(a) the Commission of the European Communities should be instrucf-
ed to make exploratory contacts with the non-member  countries
concerned;
(b) a step-by-step procedure should be worked out which would
consist in first discussing  the body of technological  problems  at
Community level on the basis of the Luxembourg resolution of
31 October 1967, with a view to subsequently offering non-
member countries in Europe the chance of participating  in projects
defined by the Six;
(c) lastly, bearing in mind a number of drawbacks  which the first
two suggestions might involve, a procedure should be established
whereby all the countries  concerned should join together to
analyse all the technological problems  facing Europe ; the Belgian
Government regarded this procedure  as supplemenfing,  not replac-
ing, the terms of reference laid down at Luxembourg, and as
the most appropriate way of avoiding a fundamental  dispute
connected with the British application for membership  of the
Common Market.
466. The next Council session after that of 19 December 1957 took
place on 29 February 7968. The intervening two months had been
profitably spent, and the Council was presented with a series of pro-
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thoroughly examined  before the Community could draw up an interim
agreement to put before the applicant  countries. The German Minister
of Foreign Affairs gave an account of the items which such a provi-
sional arrangement might cover, and these were embodied in a docu-
ment(1) submitted to the Council  on the eve of its 9 March session.
The discussions at this Council session revealed  the difficulty of
analysing all the points in the different proposals; the Commission was
requested to do this and report back as soon as possible.
467. The Commission rendered a formal Opinion to the Council  on
2 April 1968.(2) It regretted the failure to act upon its Opinion of
29 September 1967, but stated that examination of the various proposals
put forward by the Member States and the Council's discussions  of
29 February and 9 March 1968 would seem to indicate that the Mem-
ber States were not in disagreement on certain fundamental points.
The Commission therefore felt able to suggest the general lines
which could be followed in drafting an agreement that would pave the
way to membership for the four applicant countries.
Such an agreement should, in the Commission's view:
(a) be regarded as providing for a phase of adaptation, notably to
facilitate as much as possible the rapid re-establishment  of lasting
economic equilibrium in the United Kingdom;
(b) serve as a framework for endeavours to bring the Community
and the applicant countries closer together, so that, not too long
after their accession,  they would be able to assume all the respon-
sibilities and enjoy all the advantages of membership of the
Community.
However, the prospect of eventual  membership  should be defined
as follows:
(a) The agreement  should establish a preparatory phase of limited
duration; it should not relate solely to trade, but should also lay
down a procedure for consultation and arrange for co-operation
with the states concerned in the fields of scientific research and
technological development.
(1) Bulletin 5-68, Ch. IL
\'z\ Ibid., Ch. V, sec. :4. The full text of the Opinion is given in the SupplementtoBulle-
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(b) At the end of this phase (or earlier, if circumstances allowed)
the Commission would submit to the Council an Opinion addi-
tional to that of 29 September 1967, srating whether the conditions
for membership were satisfied. On the basis of this Opinion, the
Council would take action under Article 237 of the Treaty.
Furthermore, the Commission considered that the Council should
also examine the preparations for enlargement which the Com-
munity itself ought to make by strengthening its structures, im-
plementing common policies, and completing economic union.
Finally, the Commission  intended to submit to the Council at
the appropriate time more detailed proposals on an agreement
preparatory to the accession of additional  countries  and on the
development and strengthening of the Community with the same
object in view.
468. This Opinion was examined by the Council during irs session  ar
Luxembourg  on 5 April. Neither at this session nor ar rhose on
30 May and 30 July did a common attirude emerge towards the con-
clusion of such a preparatory  agreement;  but on 30 July it was decided
that an entire day should be devoted to the matter at the first autumn
session. This took place on 27 September and was preceded  by sub-
mission of a second memorandum from the German Government.(r)
469. The German Governnrent stressed the need, so long as new
members could not be admitted, for interim measures to strengthen ties
between the Communities  and the applicant  countries and to facilitate
and prepare the way for their ultimate membership. It recommended
action in three fields: trade relations,  technological  co-operation,  and
permanent contacts.
An arrangement should be made to facilitate trade between the
Communities and the applicant countries and thus set in motion a
process of adjusting the economy to new conditions. It would be
concluded with a view fo, and pending,  subsequent  membership, but
would not be a substitute for membership.  In its first phase, provision
would be made for reciprocal tadft cuts of the order of 30o/o, which
would be calculated on the basis of pre-Kennedy  Round customs
duties and then applied to the duties resulting from the tariff cuts
implemented under the Kennedy Round agreements.  Exceptions  should
(1) Bulletin 11-58, Ch. lII.344  EXTERNALRET-ATrONS
be kept to a minimum. !(here trade in farm products  was concerned,
reciprocal preferences would be arranged between the various coun-
tries.
In the technological field, the German Government felt that more
advantage should be taken of the work done in the Community  to
establish links with the applicants, particularly Britain. The Marichal
Group should there{ore complete its task as soon as possible,(1) and its
report should sfate what opportunities  there were for co-operation
between the Community and the applicants. The Council should then
arrange for a ministerial  conference between the Six and the States
which have applied for membership of the Community, in which the
Commission  would take part.
In conclusion,  the German proposals provided for "permanent
contacfs" between the Community and the applicant countries in order
to pave the way for membership.  Once agreement had been reached on
the various proposals, the German Government considered that a con-
ference should be arranged between the Foreign Ministers of the
member countries and of the applicant countries, with the Commission
participating, in order to lay down directives for subsequent  develop-
ments.
'Work at the 27 September  session of the Council produced no
conclusive  result <ln these proposals, and the matter was postponed to
4 and 5 November.
470. At the Council session of.4 and 5 November, the French Minister
o{ Foreign Affairs explained the nature and the limits of the arrange-
ments he envisaged.  He emphasized that trade arrangements would not
be a substitute  for the procedure  leading to membership  and would not
be tied to it either. The arrangements would be open to European
countries irrespective of whether they had applied for membership:
some of the non-applicant countries maintained  economic relations
with the Community which were no less close than those of the appli-
cant countries. The Minister went on to say that the ffade arrange-
ments would clear the way for a procedure that would remove most
trade barriers.
The arrangements for industrial products would include reciprocal
tarift pref.erences which might be of the order of 30% and could be
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implemented  within four years. The preferences  would relate to products
on which tariffs were cut by 50% in the Kennedy  Round and would be
calculated on the basis of the duties actually applied as a result of
the Kennedy Round. Furthermore, the possibility  could be considered of
more substantial preferences for certain products affected by co-
operation in the fields of research and technology.
Reciprocal  benefits should also be considered  for farm products,
at prices somewhere between Community  prices and world prices.
In the field of research and technology, the Minister hoped that
the work of the Mar1chal Group would be brought to a successful
conclusion.  In its report, the Mardchal Group should list projects which
might be carried out by a number of countties working together. On
the basis of the conclusions of this report, the Council could make a
choice of projects in which the Community could co-operate with
other interested countries, and then proceed to consult the latter on
the conditions for their participation.
The Council then discussed all the proposals put forward by
the different Member States and agreed to instruct the Permanent
Representatives to collaborate closely with the Commission in studying,
in the light of the Council's deliberations, all the proposals submitted,
and especially  those concerning trade arrangements  and technological
co-operation.
471. At its session of 9 and 10 December, the Council received an
interim report from the Committee of Permanent  Representatives  on
the trade arrangements and instructed the Committee to continue  its
studies, in close collaboration with the Commission, in the light of the
statements,  requests and suggestions made by the various delegations
during the session.
A draft resolution on scientific and technical research was also
prepared by the Committee  of Permanent Representatives for consider-
ation by the Council. After a brief discussion, the Council adopted this
resolution,  as follows:
"1. The Council, the Governments of the Member States, and
the Commission will, before 1 July 7969, put into effect the pro-
visions of the resolution adopted at the Council meeting held at
Luxembourg  on 31 October L967 on co-operation in scientific and
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"2. To this end, the \Torking Group on Scientific and Technical
Research  Policy of the Medium-term Economic Policy Committee
will submit, before 1 March 1969, under the conditions  laid
down in this resolution, the report which it had been instructed
to prepare and which will take into consideration the possibilities
of co-operation with European non-member  countries, in con-
formity with the mandare given to it on 31 October 19G7.
"3. The Council will examine the report from the'$(orking  Group
on Scientific and Technical Research Policy and will draw irs
initial conclusions  concerning  the action to be undertaken. In
the light of these conclusions, it will forward proposals for co-
operation to those European  countries which are interested,  of
which it will draw up a list, and in particular to rhe counrries
which have applied for membership of the European  Communiries,
and will annex the \X/orking Group's report to these proposals.
"4. Through  the appropriate channels, the Council will obtain the
opinion of the non-member  States in question on the proposals
which it has communicated to them. The Council will discuss
the replies which it receives  and also any suggestions put forward
by these States. The Council and the non-member  States in question
will call meetings of experts in order to examine the technical,
financial and other problems involved in undertaking the opera-
tions envisaged. Experts from the Commission will take part in
these meetings.
"5. The sole object of this examinarion will be to prepare for
discussions  between the Ministers respoyrsible for technology in
the Six and in the other countries in question, with representa-
tives of the Commission,  with a view to taking the necessary
decisions on the various proiects planned."
The position of the applicant countries and the other
European countries interested in possible arrangenlents
for membership
472. According to starements made by the British Foreign Secrerary,
Mr. Michael Stewart, in Paris on 26 April 1958 and by the Minister
of State at the Foreign Office, Lord Chalfont, in Rome on 22 October
1958-both at nflEU Council meetings-the  British Government is
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might be submitted to it, provided  these proposals  are presented iointly
by-the Six and are inextricably linked with membership of the Com-
munity for the United Kingdom.
It should also be recalled here that the British Prime Minister,
Mr. Harold !ililson, expressed himself in the following terms at the
Lord Mayor's Banquet in London on 11 November  1958:.
"Our application is in and will so remain. No words of mine could
add to-our determination, not only as a government  or parlia-
ment, but as a trading community and a people' to stand firm
in support of that application. To be neither disheartened by
obstruition,  nor distraded  by plausible  soi-disant alternatives or
attractive and tempting blind alleys. ' -. \fhat is tragic for F"urope
is rhe blind refusal to 1".. facts. A refusal none the less obdurate,
even if day by day the explanation  for that refusal takes on new
and ever bewildering  changes of form."
473. The Norwegian Government declared itself in favour of the
Benelux proposal in an aide-m,lmoire of.9 February 1968.It notified
the Commisiion, in an aide-mlmoire of 25 November  7968, that it was
maintaining its application for membership, considering that enlarge'
ment of thi Community was the best way of arriving at the maximum
degree of European  integration.
If trade agreements  were contemplated,  Norway would favour
them only if they would contribute  towards  eventual  membership.  The
Norwegian authorities also stated that, if the arrangements related
solely io products on which rariffs were cut by 50% in the Kennedy
Round (following the French proposal), more than hall of Norway's ex-
porrs to the Community would remain outside the preferential  system,
and this would create a situation preiudicial to the Norwegian econo-
my.
474. ln an aide-mdmoire  delivered to the commission on 8 February
1968, the Danish Government  stated that it shared the desire of the
Governments of the Benelux  States, expressed in their aide-mdmoire
of 1g January  1968, to help in the development  of the European com-
munities 
"nd 
in the enlargement of these Communities.  Furthermore,
the Danish Government  emphasized that discussions on the proposals
for consultation would not;ffect Denmark's application for member-
ship. During a visit to the commission on 7 November  1958, Mr. Poul
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this application would be maintained and thar proposals for trade
arrang€ments  could not be considered an alternative to membership.
Should such arrangements be bilateral,  moreoyerr Denmark,s .corromi.
interests might be harmed.
475. The Irish Government informed the commission  that it would be
interested in trade arrangements made with a view to subsequent
membership,  but it also expressed  its concern about possible competi-
tion from Community  farm produce.  on the British market.
476. on 10 July 1968 the Ausrrian Government senr an aide-mrmoire
to the commission  in which it recalled its aim of regulating irs economic
relations with the EEC by means of a special rreaty raking inro accounr
Austria's  international commitments. The Austrian Goveinment  hoped
that the facilities which Ausrrian industry and agriculture  urgeirly
needed in order to safeguard their rraditional  economic links with thl
communities might be obtained as soon as possible. Austria attached
great importance to participating from the outset in any negotiations
concerning  trade arrangements that might be opened.
477. -In a press communiqud  published on 8 February 196g, the
swedish Government declared that Sweden would be interested in
taking part in a conference on matters concerning European economic
co-operation attended by all the states concerned. swedish interest
here should be considered  in the light of the Swedish application for
negotiations with the European  Economic Community.
478. ln February 1958 the swiss Governmenr  informed the commission
that it was greatly interested in the trade arrangements  planned with
the countries  which had applied to join the community  and would
wish to participate from the start in negotiating any such arrangemenrs
and in consultation procedures. switzerland's position was confiimed by
sever-al statements, and recently also in a speech by Mr. H. schaffnei,
Head of the Federal Departmenr of Public Ecoro-y, at the meeting oi
the EFTA Ministerial council invienna on 2r and22 Novemb er 796g.
479. At the last ministerial  meeting of the EFTA council, Mr. A. Kar-
jalainen, Finnish Minister of Foreign Affairs, srared thai his Govern-
menf would also be interested in participating from the start in any
negotiations  that might be held for the purpose of making trade arrange-
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480. Furthermore,  the EFTA Council, during its ministerial meeting at
Vienna on 27 and 22 November  "J.968, reaffirmed  its readiness to con-
sider in a positive spirit any constructive  proposals for interim solu-
tions (including  trading arrangements)  which might be put forward by
the European Economic Community, provided these proposals were in
conformity with the international obligations of the members of EFTA.
The communiqu6  issued at the end of the meeting also said that
the Council had noted with interest developments since the London
meeting, and especially  the decision of the EEC Ministers fo examine
all current proposals, in particular those for trading arrangerrrents
and technological co-operation.  The Ministers expressed  the hope that
these initiatives taken wichin the EEC would soon result in common  pro-
posals by the Six. They instructed their Permanent Representatives  in
Geneva to keep the situation  under close review in the light o{ develop-
ments in the Communities,  so as fo enable a co-ordinated  response to
be given to any proposal by the Six which might be put to their Govern-
ments individually  or collectively. The Ministers were agreed that any
solution must be consistent with GATT obligations  and should provide
a reasonable balance of advantage to each EFTA country.
;2. The association"o{  European  countries
with the Communitv
THE ASSOCIATION.OF  THE UNITED KINGDOM  \?ITH THE ECSC];
481. Dilticulties connected with the timetable of activities prevented
the Council of Association from holding the session scheduled for
December  7968.lt was eventually arranged that this session should take
place at the end of January 1969.
The Council's three standing  Committees,  and the various working
parties, have continued their studies. The Steel Committee met on
9 April, the Trade Reladons Committee on 12 September, and the
Coal Committee on 11 October.
The Steel Committee  received a report on the structure of steel
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In the Trade Relations Committee there were consultations regard-
ing the Community measures to help the French iron and steel industry
and their effect on the steel frade between the UK and the Community.
The Coal Committee received from its working pafties reports on
the energy situation in the United Kingdom and in the Community,
on technical  research, and on automation and remote control in the
coal industries of the Community  and the United Kingdom.
THE ASSOCIATION  OF GREECE WITH THE EEC
The Community  and political euents in Greece
482. Since the military coup d'ltat on 21 April 1967, only those pro-
visions of the Athens Agreement  and decisions of the EEC-Greece
Council of Association entailing clearly defined obligations have been
applied, particularly where these concern customs arrangements and
trade. However, nothing further has been done to implement provisions
of the Agreement which do not specify precise obligations  but furnish a
framework for the future development  of the Association, in particular
provisions for harmonization of the agricultural policies of the Com-
munity and Greece.
Moreover,  the timelimit for using the sum of $ 125 million lent to
Greece under Protocol 19 to the Athens Agreement expired on 31 Oc-
tober \957, and the uncommitted  balance,  equivalent  to about $ 55 mil-
lion, has not been allocated to any new operations nor have the nego-
tiations for new measures of financial assistance to Greece after 31 Oc-
tober 1967 been pursued.(1)
No movement  towards a return to normal democratic conditions
of life has been noted in Greece during 1958. Although the referendum
of 29 September  1,968 led to the adoption by the Greek people of a
draft constitution drawn up by the instigators of the coup d'6tat of
21 April 1967, most of those provisions  of the new Constitution  that
guarantee the fundamental human and civil rights-in particular  Ar-
ticles 10, 12, '1,3, '1,4, 18, 19 and 2!-have not come into force. the
(1) See the Commission's  reply ro a wrirten question by M. Seifriz, Olficial gazette
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Greek Government having reserved the right to implement  them at a
later date. The Government has also suspended implementation  of Ar-
ticles 58, 50 and 121,, dealing with freedom to found political parties
and with parliamentary and municipal elecfions.  Consequently,  the
Joint Parliamentary Association Committee is still unable to function.
In view of all this, the Commission  cannot modify its attitude
regarding application of the Association Agreement with a view to
developing it instead of merely dealing with current matters as they
arise.
Implementation  of the Agreement in 1968
483. The Council of Association met twice, on 6 March and 3 De-
cember 1.968. It confined itself to discussing the rates of CCT duty to
be applied in 1.969 to spirits of turpentine and resins (Protocol 10 to
the Agreement) ;(r) arrangements  applicable to Community imports
from Greece of products  processed from fruit and vegetables  with
added sugar, listed in Annex III to the Agreement;  and imports into
Germany of Greek wines for industrial purposes, as well as other
current questions concerning the two parties to the Agreement.
Furthermore, the Community  informed  Greece (under Article 64(3)
of the Athens Agreement)  of the prolongation until 30 November  1969
of the Trade Agreement with Iran and consulted it regarding the stand-
ard amount applicable to unrefined olive oil from Greece with effect
from 1 November  1968.
The Council of Association was assisted by the Association Com-
mittee, which met several times during 1,968.
As the Joint EEC-Greece  Parliamentary Association Committee
was unable to function, the European Parliament's  Committee for the
Association with Greece, whose members  constitute the Community's
delegation  on the Joint Committee, met several times to study the
development  of the political and economic situation in Greece.
484. Results achieved in other fields during1968 are as follows:
(i)  Prolongation until 30 June 1959 of the provisional arrangements
for trade in certain farm products, in particular fruit and vege-
(1) The Council of Association  agreed that these rates should be temporarily reduced  to
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tables. This system anticipates harmonization of the agricultural
policies of the Community and Greece and assures the latter
intra-Community treatment (Decision No. 1168 of. the Council of
Association);
(ii) Prolongation of the preferential arrangements for imports into
the Community of certain Greek goods processed  from farm pro-
ducts until joint agreement  has been reached on a new system,
not later than 30 June 1969 (Council Regulation (EEC) No.
760/68;(L)
(iii) Adoption of measures  concerning imports of Greek industrial
wines into Germany;(2)
(iv) Maintenance during 1968/69 of the standard abatement of 0.5
u.a./100 kg on the levy on unrefined olive oil applicable  to
Greece under Regulation No. 762/66/CEE (Council  Regulation
(EEC) No. 1703/68;(s)
(v) Increase in the compensatory levy to be charged by the Com-
munity (50%) and by Greece (100%) on exports to each other of
goods manufactured under the conditions laid down in Article 8
of the Agreement (Decisions  Nos. 2 and 3/68 of the Council of
Association)  ;
(vi) Application of the intra-Community tariff system (i.e. total exemp-
tion)from IJuly 1"968 onwards  to Greek industrial  products  import-
ed into the Community; opening by the Member States of
regularly increasing quotas for products still subject to quanti-
tative restrictions;
(vii) Application  by Greece from 1 November 1.968 oI a further tadff,
reduction of 1"0% (50% in all) on industrial products (except those
listed in Annex I) and farm products in Annex III imported from
the Community; further increase of lAo/o (40% in all) in the
overall quotas opened by Greece for most of the non-liberalized
Community  products.
485. At present the Commission  has no figures- at its disposal  con-
cerning the trend of trade between the Community and Greece in
1968. However, it can be said that between 1961 and 7967 Greece's
c)
(')
(3)
Off icial gazette No. L 139, 22 June 7968.
Ibid. No. L 730, 1.2 lune'J.968.
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total exports to the Community rose by 200o/o (compared with 1.00%
to the rest of the world). Its exports of farm products rose by 150%
(78% to the rest of the world), and its industrial exports by 370o/"
(2200/. to the rest of the world).
Imports of Community products into Greece rose by 94o/o, com-
pared with 50% for the rest of the world; and the proportion  of
capital goods in total Greek imports from the Community rose from
24"/o to 30% (from 1,6o/o to22"/o f.or the rest of the world).
THE ASSOqATION  OF TURKEY  \TITHTTHE  EEC
486. The EEC-Turkey Council of Association met twice during1968.
At the {irst of these meetings the Council adopted its third annual
report, covering the period L January-3L December 1967. The Council
also adopted a recommendation  concerning the movement certificate
connected with the preferential system of merchandise trade in the
context of the Association.
On 9 December 7968 the Council of Association gave its approval
to the opening, as soon as possible, of negotiations  for the change-
over to the ttansitional phase of the Association; under the Ankara
Agreement,  this may begin on 1 December 1"959 or later' In this
connection the Council took particular note of the Contracting  Parties'
desire to strengthen sdll further their mutual relations, to add to the
positive results already achieved by the Turkish economy during the
first four years of the Agreement, and to widen the reforms planned
by the Turkish authorities, reforms which manifest the Turks' will to
make new and substantial progress in their future development  plans.
The Council of Association also agreed that negotiations between
the Member States and Turkey on the establishment  of a new Financial
Protocol should be opened at the same time, so that the financial help
given by the Community to Turkey shall not be interrupted when the
present Protocol  expires on 1 December'1.969.
487. The Joint EEC-Turkey  Parliamentary Association Committee held
two meetings, from 1. to 4 Aprll 1968 at Venice and from 21 to
24 September 7958 at Istanbul, during which it  adopted several
recommendations on such matters as increased collaboration between
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of the Ankara Agreement, of mutual commitments  rhat would take
account of the special economic and social needs of Turkey and its
Ievel of development. The Committee  stressed the importance of
harmonizing the economic  policies of Turkey and the Community,
particularly their medium-term policies, and recalled its earlier recom-
mendations  on the immigration of Turkish manpower into Community
countries. The European Parliament  endorsed  these recommendations
in its resolutions of 2 July and28 November 1968.o
488. When the Ankara Agreement  came into effect the Member States
granted Turkey various tariff quotas, for tobacco, dried grapes, dried
figs and hazelnuts, and these have now been replaced by Community
quotas rvhich aggregate the amounts for the various items. The
Cornmunity took this step(2) under Article 3 of Protocol  1 to the Ankara
Agreement, following final alignment of rhe customs  duties of the
individual Member States on the common  customs tariff, which came
into effect on 1 January 1968 for tobacco and on 1 July 1968 for the other
products. The quotas are at rhe following  rates of duty:
Tobacco
Dried grapes
Dried figs
Hazelnuts
Administration of these Community quotas has been so arranged
that the best use shall be made of the amounts  involved.
Moreover,  in 1968 the Community put into effect the preferences
for Turkey decided by the Council of Association on I Decimber 1967
in respect of a number of additional items: fishery products, quality
wines, dessert grapes, citrus fruits, certain textiles. As a result of these
new advantages,  about 33% of Turkish exports to the Community
now receive preferential treatment. Sfhen account is taken of the
Turkish exports which enter rhe Cornmunity duty free, the percenrage
of Turkish exports to the Community which benefit from low or ttil
duties or from preferential treatment amounts to a total of 85%.
489. Following the Council of Association's recommendation No. 1,/67
dated 9 October 1967, the Community examined  the problems of entry
(1) Ollicial gazette  No. C 135, 14 December 1968.
nil
nil
4.7o/"
2.5"/o
(2) See Council Decision  of 21 December  1.967 (Official gazette No. L 7, I0 January
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into the transitional phase of the Association, on the basis of a general
study forwarded  by the Commission to the Council of the Communities
on 29 April 1958. From this examination, the Council concluded that the
transitional  phase of the Ankara Agreement should begin as soon as
possible. The study of elements which could be used in outlining the
content of this transitional phase was taken a stage further in a second
report by the Commission, dated 16 October  1968.
490. As regards Community financial aid to Turkey, the loans granted
in 1968 by the European Investment Bank for four new industrial
projects and one new infrastructure project have brought the amount
of credits abeady provided by the Bank for industrial projects to 53.7
million u.a. and for infrastructure projects to 68.3 million u.a., that
is to say 112.1 million u.a. in all. Furthermore,  a new outline contract
has been drawn up for the gradual allocation of a sum of 7.5 million u.a.
for the execution of investment projects.
3. Relations with the Mediterranean countries
TUNISIA  AND MOROCCO
491. The talks with Tunisia and Morocco, which had been interrupted
in November 1.967, were resumed in October 1968 on the basis of a new
mandate adopted by the Council on 30 July 1968 with a view to
conclusion of agreements  covering certain fields.
According to the Council's  formula,  these agreements, fot which
the Community  proposes a duration of five years, will constitute a first
step towards full association of Tunisia and Morocco  r,vith the EEC
as provided for in the declaration of intent annexed to the Final Act
of the Treaty of Rome, the ultimate aim being to eliminate  obstacles
to trade in conformity with GATT rules.
The progress made gives grounds for hoping that the agreements
will soon be concluded. At its session on 9 and 10 October ^1968, the
Council took note of the negotiations with Morocco and gave the
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ALGERIA
492. Daring 1968 the Algerian Government approached the Community
on two more occasions with a view to opening negotiations.  Pending
a negotiated  solution to the problem of relations with Algeria, rhe
Commission in May 1968 sent the Council a proposal on acion
to harmonize  the existing arrangements for impofts of Algerian products
into the various Member States.
In this connection, the Council on 30 July L968 adopted a series
of measures  covering imports of Algerian wine into Germany and
Benelux.
SPAIN
493. Between  September 1967 and April 1958, a Commission delegation
carried through an initial phase of negotiations with Spain on the basis
of a mandate adopted by the Council in July 1.967.
Orr 15 October 1,968 the Council received a report on these
negotiations  from the Commission. The report contained proposals
for modifying the offers and requesrs of the rwo parties with a view
to enabling  talks to be resumed.
The agreement  envisaged would consist of two stages. The first
would last at least six years and would provide for reciprocal  trading
preferences. Transition to the second stage, which would not be
automatic, would be decided jointly by the two parries.
ISRAEL
494. The Community  prolonged for a second time, for a further period
of one year starting on 1 July 7968, the reducdons in various  customs
duties on goods from Israel covered by the Trade Agreement which
expired on 30 June 1967.
The Council's  ad hoc Working Party continued its studies on the
basis of the report concerning future relations with Israel which the
Commission submitted to the Council  on 7 June 1967(t).In response to
a request made by the Council on 30 July 1968, the Commission
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addressed to it on 23 October a memorandum  in which the various
possible solutions are analysed. The'!(orking  Party discussed this docu-
ment during December  1958.
MALTA
495. In a letter to the Council dated 4 September 1967,() the Maltese
Government asked that negotiations should be opened for the establish-
ment of a relationship  between Malta and the Community in the most
appropriate form.
A report on relations between Malta and the Community was
forwarded by the Commission to the Council on 17 May 1,968.
At the Council's  request, exploratory talks took place from 21 to
23 October  1968 between a Commission delegation and representatives
of the Maltese Governmenr.
The Commission's  report to the Council on these talks is in
preparation.
4. The Associated African States and Madagascar
and the associated  overseas countries and territories
INSTITUTIONS OF THE YAOUNDE CONVENTION
T he Association Council
496. At its sixth session (23 July L968), at Kinshasa, under the
chairmanship of M. Franco Maria Malfatti, Italian State Secretary for
Foreign Affairs and President of the Council of the European  Com-
munities, the Association Council examined certain matters concerning
the institutions and also various problems caused by quantitative
restrictions on imports into the Associated African States and Madagas-
car (AASM),  the definition of the concept of "products originating  in",
(1) First General Report (7967),  sec. 416.358  EXTERNAL  RELATIoNS
and the arrangements for imports of meat from Madagascar and
sugar from the AASM into the Community.
During this session the Council adopted a resolution further
defining the general pattern for financial and technical co-operation
(Article 27 of.the Convention).
Furthermore,  under the terms of Article 58(2) of the Convention,
the Community consulted the AASM on the content of the draft
Association  Agreement between the Community and the East African
countries (Kenya, Uganda,  T anzania).
Finally, {ollowing discussions  in the Council on the implemen-
tation of Article 60, the parties to the Yaound6 Convention adopted
a resolution to the effect that they would meet again in December
!968 to start a joint examination of the arrangements to be made
for the future.
This extraordinary session of the Association  Council took place
on 19 December, and two memoranda  from the Associated  States were
considered. One of these concerned the measures by which the EEC
proposes to deal with oils of vegetable origin under the common
agricultural policy; the other dealt with the arrangements  for imports
into the Community  of manioc starch originating in the AASM.
T b e Asso ciation Committee
497. The nineteenth meeting of the Association  Committee took place
on 8 March 1968, the twentieth on 17 May 7968, and the twenty-first on
5 July L968. At these meetings the Committee, besides preparing for the
sixth session of the Association Council, examined the definition of
"products originating in"; the system for postal consignments;  questions
arising from the quota arrangements  adopted by the Associated  States;
the special situation in Mauritania as regards definition of the origin
of fishery products; the restrictions on imports into Germany  of matches
made in Upper Volta; implementation of Article 29 of the Yaound6
Convention (right of establishment);  implementation  of Annex VI to the
Convention (financial aid); commercial policy (Article 12 of the Con-
vention); the Community's  study on creation of a joint marketing
organization for the Associated States; the difficulties  encountered by
the Huilafric company of Dakar regarding the concept of origin
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the European Communities  after it had consulted the Committee
regarding  arrangements  for products processed from cereals and rice;
and the measures to be taken among the Member States and the
Associated  States in the light oI their mutual interests  at international
level.
The twenty-second  meeting of the Association Committee  took
place on 25 October 7968, and the twenty-third  on Lt December 7968.
Some of the points mentioned above were further examined at the
twenty-second  meeting, but it was more particularly concerned with
the implementation  of Article 60 of the Yaoundd Convention:  a meeting
of ambassadors was organized with the aim of prepaing  a meeting of
the Contracting Parties at ministerial level on 19 December 7968. At
the twenty-third  meeting the transitional system {or "products
originating in" the AASM and sent by post was extended until
3L May L969, and attention was given to the arrangements for manioc
starch originating  in the AASM and exported to the Community.
The Joint Committee ol the Parliamentary Conference
of the Association
498. The Joint Committee of the Parliamentary Conference of the
Association met twice.
At Brussels from 20 to 24 May 1968, detailed discussions  took
place on the current problems of the Association and on the problems
connected with renewing the Yaoundd Convention.
These matters were further examined at Brazzaville from 14 to
19 October 1968. At this meeting, attention was given to M. Ebagnitchie's
draft of the fourth annual report on the activities of the Association
Council; its final adoption was a matter for the Parliamentary
Conference. Furthermore,  it was decided that indusrrialization of the
AASM should also be discussed at the Patliamentary  Conference,
independently of the examination of the annual report.
The Court of Arbitration
499. At its twentieth meeting, the Association Committee noted the
coming into effect of the appointments of M. Lecourt as President  of
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de'Wilmars  as deputy. At its nineteenth meeting, the Committee  had
noted the resignation of M. Mamadou Tourd from his post as judge,
and the Association  Council at its sixth session had appointed
M. Seminega to replace M. Tourd as judge, and M. Lubamba to
replace M. Seminega  as deputy iudge.
RIGHT OF ESTABLISHMENT  AND FREEDOM TO SUPPLY SERVICES(I)
500. In this matter, all the AASM declared they were fully implementing
Articles 29 et seq. of the Yaoundd Convention.
TRADE
Customs and quota disarmament
501. Discussions  on tariff disarmament continued between the Com-
munity and those Associated States which had invoked Article 61 of
the Yaound6 Convention in order to avoid putting into effect the
reductions provided for in Article 3.
One of the Associated States concerned, Burundi, has adopted
a two-column  customs tariff incorporating  preferences for the Com-
munity, and this came into force on 1 July 1968, bringing the number
of Associated States which have not yet granted a preferential tariff to
the Community  down to three: Congo (Kinshasa),  Somalia and Togo.
However, Somalia and Togo have stated that they intend to fulfil
their obligations in this respect very shortly. The Commission has,
when asked, provided technical assistance through its own staff for
the experts of the Associated States who have had to work on the
adaptation of these tariffs. Similar assistance has been given to two
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of the Overseas Countries and Territories  which still have to bring their
customs tariff into line with the provisions of the Council Decision of
25 February 1964 concerning the EEC-OCT  Association.
Furthermore,  several draft decisions by the EEC-AASM Council
of Association have been prepared, which will have the effect of
modifying the basic decisions  on the definition, for trade berween the
EEC and the AASM, of the concept "products originating in". Two of
these drafts were adopted in July 1968 by the Association  Council at
its meeting in Kinshasa.  Under one of them, a quota of fish exported
by Mauritania to Member States is to be considered as "originating
in" Mauritania; the other amends the definition of "goods originating
in" as regards the mixture of dried, salted fruit of CCT heading
20.06. Three other draft decisions were not adopted by the Council of
Association and are being re-examined.
As a result of the gradual elimination of quantitative restrictions,
the liberalization of imports from the Member  States was, in principle,
completed by L June 7968. Certain restrictions  have however remained
in force, in order to protect nascent industries or to avoid conflict
with requirements which are essential elements in organization  of the
agricultural  markets. A full list of these restrictions is in course of
preparation and is being finalized in the of{ices of the AASM
Governments.
Marketing ol Associated States' products
502. ln April 1968 a start was made with implementing the Community
programme under which the AASM would be helped to participate
in big international trade fairs and exhibitions organized in the
Member States. This programme is partly financed by the Member
States (provision of free sites at fairs) and partly by the EDF
(construction, lay-out and decoration of stands, and suitable publicity).
Most of the AASM have already been represented at one or more
such fairs in Germany, Italy, Belgium and France. The resulcs are
encouraging, and have demonstrated the usefulness  of such aids to the
marketing of AASM goods.
Furthermore,  the Commission, acting on a proposal by the
Associated States and with the assent of the Member States, decided
to finance a study with the object of pinpointing the difficulties  in
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solving them, in particular by creation of a common trading organi-
zation or by any other suitable means. This study consists of two
parts: the first, a survey in each Associated State, began in Africa
during October 7968;the second phase starts in Europe at the beginning
of 7969.
In conclusion, three new studies concerning promotion of trade
within the Community in certain products from the AASM have been
completed  or are on the point of being completed. The first deals with
conditions  under which cocoa butter is used in the fats industry. The
second concerns promotion on the Community  market of trade in hides
and skins originating in the AASM; these products are of some
importance to the Associated  States in the Sudan/western Sahara area,
and concrete recommendations  have been made. These two studies have
been distributed to the relevant public authorities and private circles
in the Associated States and Member States. The third study, which
is still in progress, concerns the conditions of production, transport and
marketing of bananas. Now that renewal of the Yaoundd Convention
is being negofiated, it has been found necessary to collect as much
information as possible on this tropical product, which has caused
certain difficulties  in the Association.
The trend of trade between tbe Community and the
Associated States
503. The Commission  published a statistical study on the way in which
the main products imported into the EEC from the Associated
African States and Madagascar  developed f.rom '1964 to t967, and
another on developments  in trade between the EEC and AASM from
1958 to t966/67.
lrnports into the EEC
504. Imports into the Community from the AASM showed a small
decrease in absolute value for L967, and the percentage of imports
from the AASM in the Community's total imports fell from 43% in
1966 to 4.2% in 1,967. The items where the decline was most
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by about 12 million and 39 million units of account. The substantial
increase in purchases of cocoa (30 million u.a.) only partly offset this
decrease.
The slight fall in EEC imports from the AASM in 7967 would
^ppear to be due to cyclical fluctuations,  for a drop (fuom 3.6o/o
in 7966 to 3.4Yo in 1967) also occurred in EEC imports from the other
African countries (excluding North Africa).
On the other hand, the share of Latin America, whose exports
are much more diversified,  grew from 8.8% to 8.9% during the same
period.
For the first six months of. 1,968, EEC imports from the AASM
show signs of recoveryl  however, it will be necessary to wait for
the results of trade over the entire year before this trend can be
properly assessed.
Expolts from the EEC
505. EEC exports to the AASM increased by over 9o/o ftom 1966 to 1.967.
Although the volume of French exports continues to be substantial
in trade with the States of the franc area, the share of the other
Member States in exports to this area is still growing regularly
(fuom 17o/o in L964 to 23o/o in 1967).
Agricuhwral products that compete cuitb similar
European products
506. In accordance with Article l-1 of the Convention  and Article 10 of
the Decision of 25 February 7964, the Community, after consulting
the AASM, adopted a number of measures affecting imports of
agricultural  products originating  in the AASM and OCT which are
similar to and compete with European products.
In consequence, the system governing Community imports(l) of
unhusked and milled rice,(z) manioc products,(3) and processed fruits
(1) First General Report (1967), sec. 457.
(2) Council Regulation (EEC) No. 884/68' Oflicial gazette No. L 156, 4 July L968.
(3) Council Regulation (EEC) No. 800/68, ibid. No. L 1.49,29  June 1968.354  EXTERNAL  RELATIONS
and vegetables with added sugar,(r) has been prolonged until the
Convention expires (on 31 May 1969).
Other measures  concerning  imports of sugar and tobacco  are
still being studied by the Council.
Reference is made elsewhere to the regulation on imports of
processed agricultural products;(2) under its provisions,  the temporary
system in force for products originating in the AASM has been
prolonged until the date of expiry of the Convention.(3)
Special aid for the main oleaginous
products of tbe AASM dnd OCT
507. On 25 July 1,967 the representatives of the Member  Governments
of the EEC, meeting in the Council, adopted a decision providing
financial aid(a) {or the main oleaginous products originating in the
AASM and OCT and imported into the Member  States between  1 July
1,967 and 31 May 1969. However,  the decision has not yet been
ratified by four of the Member  States, whose constitutional procedures
require parliamentary  approval for such a measure.
\Vorld market prices for most of these products have developed
unfavourably  since the end of 7967.
Production aids
508. Total commitments approved  between l January and 31 December
1968 amounted to 28,631,000 u.a. Of this, 20,808,000 u.a. was for
structural improvements and 7,823,000 u.a. for price supporr. The
beneficiaries  were Cameroon, Central African Republic, Chad, Daho-
mey, Madagascar,  Mali, Niger, Senegal and Togo.
(1) Council Regulation (EEC) No, 866/68, Oflicial gazette No. L 153,  1, July 1,958.
(2) Council Regulation  (EEC) No. 160/68, ibid. No. t95,28 October 1955.
(3) Council Regulation  (EEC) No. 80L/68, ibid. No. L 749,29 J:une 1968.
(a) This aid corresponds to part of the difference between reference prices and world
market prices.  There  is a ceiling of 13 million  u.a., which may, however,  be increased
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The structural improvement  projects were carried out according
to programme.  They can be said to have resulted in increased
productivity of cotton and groundnuts.
As regards price support, world cotton prices have recovered
somewhat, whereas groundnut prices have deteriorated  to such an exrent
that the support granted makes up for only half the difference berween
the target prices and the prices obtained on exporr. The situation has
been made still more di(ficult by the cancellation o{ bilateral agreemenrs
between France and several Associated  States producing  groundnuts.
FINANCIAL AND TECHNICAL CO-OPERATION
Financial and technical co-operation in L968
509. The commitments  undertaken  for expenditure  from the second
EDF approved  by the Community in 1958 amounted to 119 million
u.a. for the AASM and 1"4 million u.a. for the OCT. This total
commitment  of 133 million u.a. means that the sum of 130 million u.a.
fixed as the annual target was again exceeded. In consequence,
five months before expiry of the Conyention, commitments  amount
to 590 million u.a., or 81% of the EDF's total resources of 730 million
u.a.(l) When the sums to be reserved for technical supervision  and
other expenses connected with the projects are added ro this total, only
about 50 million u.a. remains available for new commirments in 1969.
510. A breakdown of EDF aid by field of acdviry shows that agricultural
production received 44% of. the sums committed  in1968; transporr and
communications 4t%; education and training 9"/o;(') hydraulic
engineering,  municipal services and housing 3%; and industrialization
Aol a  to.
Inclusive of these various new projects,  the resources  of the second
EDF have since 1964 been devoted mainly to the modernization and
diversification of production, to which 42o/o of the credits have been
allocated.  Next comes transport and communications  infrastrucrure.
(r) Taking into account adjustmencs  made to previous commitments.
{':) On top of. this 9o/o, representing 10 million u.a., comes a further 1 million u,a. from
the Commission's  budget, for scholarships granted  to AASM and OCT nationals.356  EXTERNAL  RELATIONS
with 35%. The special effort made to help education  and training is
shown by the regular increase jn the credits allocated to this sector
(22o/o between1.964 and 1968).
511. As regards methods of financing, 11,0.9 million u.a., or 9Lo/"
of total commitments  in 1958,(r) consisted of non-repayable  grants,
and the rest, L1.2 million u.a., of loans on special terms. These
loans will play a more prominent part in 7969, since only 620/o of. the
total amount earmarked for them has been allocated as yet. In
addition to new credits, decisions have been taken to grant.9.9 million
u.a. from the EDF in the form of advances to the Sugar Equalization
Fund in the OCAM(2) States and the Groundnuts Stabilization Fund
in Senegal.
In terms of the main legal categories of aid provided for in the
Yaoundd Convention, the 7968 commitments primarily concerned
economic and social investments (55% of the total). Producrion aids
represented 1"6oh, diversification  aids t7%,(3) general technical  co-
operation 9%, technical assistance linked with economic and social
investments z'/o,(t) and emergency aid 1%.
Emergency aid was provided in 1968 to bring speedy help to areas
in Mali threatened  by locusts, and to repair damage caused by a
hurricane in Madagascar.
512. Operations approved from the resources of the first and second
EDFs continued, generally speaking, to be implemented as planned.
At the end of the year these operations, in hand or completed,
represented an amount of 967 million u.a., divided among 622 proiects
and programmes. Of these, 385 were financed from the first EDF and
237 fuom the second.
As in 1966 and 1967, rhe sums actually paid out will total
between L10 and 115 million u.a.
More calls for tender were made in 1968 than in previous years.
It is therefore  expected that more work will be done on projects in
1969, and this in turn will entail greater expenditure.
(r) Taking into account adjustments made to previous commitments.
(2) Organisation commune africaine  et malgache (Common  Afro-Malagasy  Organiza-
tion).
(3) However, these tw<l categories  do not cover all the operations  concerned  (see Firsl
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513. Now that the AASM and OCT have been associated with the
Community for more than ten years, enough projects  financed  from
the first EDF have been completed and are in operation for the Com-
mission to be able to make a first general review of the results
obtained from them, of their suitability to the requirements  of the
countries, and of the condition in which they are being maintained.
The Commission has therefore begun to search for relevant
material in the reports rendered by the resident deputy supervisors  in
the AASM, and to commission  certain studies on the subject from
specialized offices and agencies.
514. All the different activifies connected with yocational  training and
the training of supervisory  staff have continued and expanded-the
programmes of full-time scholarships  and in-service training, part-time
courses, scholarships  for correspondence  courses, specific training pro-
grammes,  provision  of teachers, and various studies. These activities are
a responseto the concern repeatedly  expressed  by the European Padia-
ment and repeated on 2 July 1,968 inits resolution on the review of tinan-
cial and technical co-operation within the EEC-AASM  association. This
resolution laid emphasis on the importance of forming human beings,
which increases  as the number of development  projects grows, and on
continuation of the effort made by the Commission to promote the
technical and vocational  training of supervisory staff and the education
of the rural population.
By 18 December  1968, 2,176 scholarships for study and in-service
training had been granted for the 7968/69 academic year; of this
number, 2,055 were for nationals  of the AASM and 120 for nationals
of the OCT (compared with 7,892 and 724 in the previous year),
1,358 were {or the extension of studies already begun, and 818 consti-
tuted new scholarships. Of the scholarship holders, 2,009 are engaged
in normal studies and 767 are taking refresher courses. At 42.7o/o the
proportion of scholarship holders assigned to training establishments
within the AASM has gone up again (36% in 1967/68). Of the rest,
56.8% are being trained in the Member  States and 0.5% in Israel.
During L96S,threeprogrammes  of specific training were carried out.
These concerned supervisory staff for OTRACO (Congo-Kinshasa),
foremen and clerks of works for public projects (Central African Repub-
lic), and supervisory staff for tea and coffee co-operatives  (Rwanda).
As part o{ its programming and follow-up  activities, the Com-
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holders who had finished their studies by 1 January 797I. The main
objects o{ the inquiry are to ascertain how former scholarship holders
have settled down again in their countries and in their occupations;  to
assess the usefulness of their training; and to find out what demand exists
for refresher  courses. The inquiry will be completed in the cours e of 1969.
Craftsmen and small entrepreneurs  are given part-time courses in
situ, in order to train them or improve their capacities for managing  and
organizing enterprises. The importance and usefulness of this type of aid
have prompted the Commission to increase considerably the number of
cases in which it pays the costs involved. As a result, 313 people will now
benefit from them, compared  with 182 last year.
On 1 December,  2,055 nationals of the overseas  Associates (com-
pared with L,536 in the previous year) were holders of correspondence-
course scholarships, which essentially consist in the payment of the fees
for enrolment and ruition. The holders nearly all come from the AASM
(2,033); only 22 are nationals of the OCT. Some of these scholarships
are applied for by people who wish to improve their proficiency in their
occupations,  others with a view to preparing for examinations connected
with promotion. More and more, however, they are also being used for
collective educational projects to train agricultural supervisors engaged in
rural modernization  operations and for refresher courses for civil serv-
ants or officials in semi-public enterprises.
An in-service training period which began in September 1967 ended
on 15 February  1968. Another period was completed entirely in 7968,
and a further one, which began in September  7968, will end in Febru-
ary 7969,In these two latter periods the Commission welcomed four-
teen trainees from ten of the Associated  African States, and one from
the Netherlands  Antilles. These training periods, which take place in the
Commission's  departments, have now been divided into Part I "Informa-
tion" and Part II "Instruction".
As part of the short-course  training programme, thirty-four semi-
nars were held in the member countries in 1968. They were attended
by about 1,150 people, mainly Africans, of whom about 70 were Eng-
lish-speaking.  In addition, twenty-four seminars were held in the asso-
ciated countries,  with some 1,100 participants in all. Mention should be
made of the seminar which took place in November 7968 under the
auspices of the University of Abidjan, since it was remarkable for both
choice of speakers and number of participants.THE ASSOCIATED  AFRICAN  STATES 359
The pattern of financial and technical
co-operation
515. Establishment of the general pattern of financial and technical co'
operation is a task which rests with the Association Council (Article 27
of the Yaoundd Convention);  it was completed in 7968 on the basis of a
proposal submitted by the Commission.
The Association Council confirmed lines which it laid down in
1966 and L967. In addition, it emphasized the need for the AASM to
co-ordinate their investment projects still more closely, so that the devel-
opment of all the States concerned can be stimulated in the best possible
economic conditions. The Community's task is to assist this co-ordi-
nation through the technical assistance it provides.
The Association Council also pointed out that food production
should not be neglecced while endeavours were being made to improve
the production of industrial crops, and that production and market-
ing structures  in the field of stock-breeding required  modernization.
There should be intensification of the efforts already being made
to reduce the handicaps suffered by,the more remote areas and terri-
tories because of lack of communications.
Finally, the Council emphasized the need to examine the means by
which training methods could be diversified,  particularly the use of
new teaching techniques.
Co-ordination of Community aid uith other aids
516. The Commission continued its efforts to co-ordinate  Community
aid with the other muldlateral and bilateral aids.
As an example, mention may be made of the joint financing of
the second stretch (327 km) of the railway across Cameroon with capital
drawn from four different sources, in whose co-ordination the Com-
mission played a particularly useful part.
RENE$TAL OF THE YAOUNDE CONVENTION
577. The Yaoundd Convention  expires on 31" May 7969. Article 50 of
the Convention  lays down that, one year before it runs out, the Con-
tracting Parties must consider  what arrangements  might be made for a370  I.XTERNALRELATToNS
further period. In order to help the Community to fix its own posi-
tion, the Commission  on 3 April 1968 submitted to the Council a Memo-
randum(l) giving its point of view on the renewal of the Yaoundd Con-
vention.
Generally speaking, the Commission  favoured continuing  along the
broad lines of the present system, but with changes and improvemenrs
rendered  desirable by the experience gained in implementing  the Con-
vention and by international developments.
'lfhen the Association  Council met at Kinshasa in July 7968, all
participants  reaffirmed their willingness to continue the Association. It
was decided that a meeting of the Contracting  Parties should be held at
ministerial  level in December,  and this meeting accordingly took place
on 19 December 1968.It had been prepared by a meeting ar ambassa-
dorial level. The points dealt with at this meeting of ministers concern-
ed the procedure for negotiating  the new Association Convention  be-
tween the EEC and AASM; establishment of a timetable for the nego-
tiations; and examination  of the problems involved in setting up a new
association  system.
5. Association  agreements with countries
comparable with the AASM
NIGERIA(')
518. According to the latest information available to the Commission,
two Member States have not yet carried out the procedures  for
ratilying the Association Agreement  between the EEC and Nigeria.
KENYA,  UGANDA,  TANZANIA
519. The negotiations for associafion  between the EEC and the above-
mentioned three East African States ended at Brussels on 7 June 1968.
(t) R.f. R/6rOl 68/EAMA/20. See also Bulletiz 5-58. sec. 80.
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These negotiations began in March 1965 and took place in three phases,
with intervals of several months.(r)
The Association Agreement  was signed on 26 July 1968 at Arusha
(Tanzania), headquarters  of the East African Community.
It will be recalled that this association  arises from the declaration
of intent made by the Member  States in 7963, just before the Yaoundd
Convention  was signed. By this declaration, countries whose economic
structure and partern of production were similar to those of the AASM
were invited to establish with the Community association agreements
comprising mutual rights and obligations, particularly  in the field of
trade. The present Agreement closely resembles that concluded with
Nigeria at Lagos; the wording of both texts owes much to Parts I, III
and V of the Yaoundd Convention.
The Agreement  will come into force on the first day of the
month following  the date on which the instruments of ratification have
been exchanged,  and will expire on 3L May 7969,that is to say when
the Yaound6  Convention  and the Agreement with Nigeria expire. As in
the case of these two agreements, provision is made for re-examining
the Agreement  with the East African States with a view to its renewal.
The signatory  States have initiated the ratification  procedure,
but at the end ot 1968 only Uganda  had completed  it.
6. Trade relations with non-member countries
.  and the common  commercial PolicY
MULTILATERAL  RELATIONS  IN GATT
Work progran'rme
520. Impiementation  of the work programme  adopted at the twenty-
fourth session of the Contracting Parties in November 7967(2) led to
meetings in October t968 of. the various committees set up for this
(L) Eighth (EEC) General Report, sec. 310.
Ninth (EEC) General  Report, sec.324.
Tenth (EEC) General Report, sec. 335.
(2) First General Report (L967), sec. 5L8.372  EXTERNAL  RELATToNS
purpose-, which began ro work out how they should discharge the duties
assigned to them.
It took nearly twelve months to muster the basic documents  and to
collect the necessary  data. Each Contracting party supplied:
(a) A list of the tariff and pan-taift measures applied by its
partners that it wished to see included in the general inventory
which the GATT secretariat was requested to piepare in order ro
allow the committee on Trade in Industial pioducts ro establish
how these obstacles  might be removed;
(b) Data and information concerning  domestic policies on agricultural
products felt to occupy an important  place in international trade
flows, with a view to the preparation  6y the GATT secretariat of
tables to allow the Agriculture committee to analyse the market
situation  of such products and to pinpoinr the proLrems  affecting
them.
In both cases, the Community,s contributions were prepared in
co-operation with the Member states with the help of documerits draft-
ed by the Commission.
At its first meeting, held on 17 and 1g october, rhe committee
on Trade in Industrial Products adopted a new classification  of non-
tafiff. and para-taritf obstacles and asked the GATT secrerariat  to
prepare a revised version of the inventory of such measures on the
basis of this classification.  The chairman of the committee  and the
GATT secretariat were to remain in contact with the deleeations  and
put forward,suggestions as to rhe methods to be adopted ii  analysing
the various obstacles. rn_addition, a group of technical &p.rt, was ser up to advise the GATT Secretariat on tli. study of the'tariff situation
such as it will be when all the concessions arising from the Kennedy
Round negotiations have been implemented  in full.
At its meeting held in october 1968, the Agriculture  commirtee
agreed on a schedule of work to be carried out in order to implement
the second stage of its programme, consisting, in accordanfe with
its instructions, in identifying the problems  with a view to achieving
at a subsequent stage constructive 1nd mutually  acceptable  solutions.
This schedule is in line with the approach  advocaied byihe community,
which stressed the need to identiiy the problems by tackling them as a
whole in order ro analyse them in theii context. thir anafysis will be
carried out on two classes of problem: one, those relaiing to theTRADE  RELATIONS  V/ITH  NON-MEMBER  COUNTRIES J/  J
international  markets, their structures,  and import and export measures;
secondly,  production policies, their objectives and their impact on
international trade.
The reports of the two committees and that of the Commiree
on Trade and Development were submitted  at the twenty-fifth session
of the Contracting  Parties, which took place in November  1968.
On the initiative of the GATT Director-General,  rvho was anxious
that advantage  should be taken of this session to reaftfum a political
will to safeguard the results achieved and to seek further progress
in liberalizing trade, despite the problems,  difficulties  and dangers  at
present troubling international  economic life, the Contracting Parties had
been invited to send high-level representatives  so that at the end of the
session conclusions could be adopted on the further implementation  of
the work programme adopted at the preceding  session.
The main discussed  was the work programme.
The reports by the committees responsible  for implementing  the
programme gave details of the progress made.
In his introductory statement,  the Director-General  urged strongly
thar what was needed in all spheres was pteparutory work based on
greater efforts to seek out "new and imaginative ideas that'rvould  permit
the best exploitation of possibilities for negotiations,  whenever these
might arise". From this point of departure, the discussions led to the
adoption of conclusions which not only confirm the validity of the
objectives of the work programme regarding  the expansion  of trade, but
also call on the committees to intensify and accelerate their work so
that. at the twenty-sixth  session in late L969 the Contracting Parties may
be in a position to take appropfiate decisions on the possible solutions
to rhe problems and the main lines of future action in the various
fields.
The problems peculiar to the developing  counrries were given
priority in all parts of the work programme. Explicit recognition
of this priority is an achievement due to the particularly resolute
activity of those countries. Their attitude and the importance they
attached to obtaining a more effective Committee  on Trade and Devel-
opment reinforced in order to have an instrument suited to their
action in the development of the work programme  are evidence
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that they appreciate the usefulness  and particular merits of GATT in the
general context of development  policy.
Through its representatives, the Community made an active and
constructive contribudon to establishing  the conclusions  on this central
item on the agenda. While subscribing to rhe inrention of directing
efforts in such a way that the work taken in hand may advance, as fai
as possible, from the study stage to the quest for mutually  acceptable
solutions,  the Community  nevertheless  placed particular emphasis  on the
need to safeguard the results obtained  and to implement  the Kennedy
Round.
In this context it stressed the importance of implementing the
agreement  on chemical products by abolishing rhe American Selling
Price system, both because of the practical effects and on account
of the psychological and political benefits of such a decision.
521. \fhile waiting for this long-term work programme to be carried
out, certain Contracting Parties had requested, under Article XXII,
that special working parries should be set up to deal with problems
deemed urgent. This possibility was confirmed when the long-term
work programme was adopted in the agricultural sector, though
if was cleady understood  that these working parties should nevertheless
take into account, especially in seeking solutions,  the general context
and objectives of the work done by the Agriculture Commirtee.
New Zealand, for example, asked for an urgent examination of
the world market situation for dairy producs. The 'Working parry
set up for this purpose held an exploratory discussion with a view to
the possible conclusion  of an international arrangement  on certain dairy
products. The United Srates requested thar a'Working party on poultry
should be set up; it has held three meetings. The two '!(/orking
Parties have assembled documentation on the facts of the situation
and have received  suggestions for solutions from certain participants.
The community itself continued  to uphold the principle of international
price discipline in accordance with its overall approach to agricultural
matters.
522. On the initiative of the United Srares, the GATT Council ser up
on 27 March 7968 a working party to examine the question of border
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of US action in this field is to establish that the distinction made by
GATT rules between indirect  taxes, which may be offset at the frontier,
and direcc taxes, which may not, is unjustified from the economic
angle because direct taxation, like indirect taxes, affects prices, and
consequently  trade. This view is probably  the result of concern-which
the Commission in any case deems to be without foundation-felt
in US economic circles on account of the introduction by the Member
States of the Community and by several other European countries of
a system of tax on value added and of consequent {iscal adjustments  at
frontiers.
In the course of the preliminary examination  of the provisions  of
the General Agreement on the subject, it was found that the GATT rules,
which are incorporated in most regional integration  agreements,  are
based on a text proposed in 1947 by the US delegation and have
since that date been confirmed on several occasions by the Contracting
Parties. The 'Working Party is now examining the practices of the
Contracting  Parties before undertaking  an examination  of the possible
effects of such adjustments on infernational  trade and before going
on to study all the proposals  and suggestions  which may be put forward
on the subject.
The importance attached by the United States to this matter
because of its effect on domestic policy means that it will probably
constitute one of the main aspects of GATT's work for the months
to come and will require the Community's  constant attention.
523. Renegotiations  of concessions  under Article XXVil of the General
Agreement have been held with certain non-member  countries which
had withdrawn  or modified concessions granted to the Member Stafes
or to the Community as such. Negotiations with Australia(l) (photo-
graphic goods, textile articles, knives) and Canada (delayed implement-
ation of concession  rates granted for chemicals and appearing in the
Geneva Protocol oI 1967) have been concluded, and those with Brazil,
Chile, the Republic  of South Affica, Canada  (adoption  of the Brussels
Nomenclature for chemicals) and Israel are still in progress.
Consultations  under Article XIX of the General Agreement  are
being pursued with Australia on the placing of quantitative  restrictions
on imports into Australia of certain knitted or crocheted goods and
with Spain concerning  the levy of a temporary duty on synthetic rubbers
and the re-establishment  of import licences for certain cheeses.
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Relations uith the United States
524. The trend of relations between the Community  and the United
States in the course of the year under review must be analysed in the
light o{ the aggravation of US balance-of-payments difficulties and a
renewal of protectionist  pressures.
One of the ways being considered since the beginning of 1968
by the US Government to remedy this situation was to attempt to
increase the export surplus. If this objective were to entail the adoption
of measures  such as the application of an import surcharge  or export
subsidies,  or a fortiori any combination  of both devices, it is quite clear
that the Kennedy Round achievements would be seriously threatened
because of the chain reactions that would certainly occur.
The general feeling of concern on the part of the main trading
partners of the United States led them to seek ways of enabling  the
US to achieve its commercial objective in a general movement to
expand rather than contract trade. This is how the idea ot an asym-
metrical implementation  in favour of the United States of tadff
reductions agreed at the Kennedy Round was mooted.
At its session of. 9 April 1968, the Council adopted a resolution
in which the Community declared that it was ready to speed up from
1 January 1969 the implementation of commitments  assumed at the
Kennedy Round, provided that:
(a) no measufe to protect imports and no measure to subsidize
exports was adopted by the United States; and
(b) the United States had, by 1 January 7969, abolished  the American
Selling Price in accordance with the Agreement Relating Principally
to Chemicals.
On L0 December 1968 the Commission submitted to the Council
an account of the pertinent facts to enable it to assess the situation.
In view of this information, in particular the fact that it had not
yet been possible to abolish the ASP, the Council did not have to take
a decision  on implementing the proposed "acceleration", consisting in
the implemenfation  of two tranches  of the reductions, from 1 January
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valid. The Council, moreover, agreed to the extension of the deadline
for the entry into force of the agreement on chemical products, i.e.
1 January 1970, so that the possibility of the ASP being abolished by
the US Congress may still be allowed for.
Although this is only one of the two conditions on which an
acceleration of Community taritf. cuts depends, it is of particular
importance  that it should be fulfilled, not only for economic reasons
but also from a political and psychological viewpoint. If Congress does
in fact abolish ASP, the timing of the measure would also be of
considerable importance,  for it is clear that the more the decision is
delayed, the less effective any acceleration  will be, since in the normal
way the next tranche of reductions should take place on 1 January L970.
525. A development which can also be explained by the pressure due
to the US balance-of-payments  difficulties and protectionist  tendencies
lies in the policy pursued by the US Administration  in implementing
certain domestic  laws existing prior to the accession of the US to
GATT in 1.947 and which remained in force by virtue of the Protocol
of Provisional Accession, although they are not in line with the
general rules of GATT.
The legislation in question concerns the application of counter-
vailing duties and the quota provisions  of the Agriculture Adjustment
Act, some of which, moreover, are covered by an exemption obtained
by the United States in 1955. Several cases arose in trade relations
between the EEC and the United States in the course oft 19682
(a) the case of Community exports of tomato preserves  and concen-
trates, on which countervailing duties are levied in the United
States;
(b) the case of poultry exports to the Swiss market by the Community
and other countries, which triggered off aggressive  US action in
the form of subsidies to win back the market at any price;
(c) the case of exports of dairy products, which have been affected
by two successive  sets of measures to strengthen quota arrange-
ments under the Agriculture Adjustment  Act.
A number of similar cases are under discussion for other
agricultural products, and every new development in the Community's
agricultural policy is being {ollowed with the greatest attention by the
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on matters of trade have usually related to certain aspecfs of the
common agricultural policy, specifically concerning either import arrange-
ments or export policy.
_  For its part, the Community is keeping an attentive watch, from
the angle of its interests and rights, on aition taken by the United
States both in implementing its domestic legislation and at other levels.
For example, the Community cannot see why the law on counter-
vailing duties should be applied automatically.  The difficulties and
problems due to the automatic application  of such duties are illustrated
perfectly by the case of tomafo preserves and concentrates. It is
dif{icult to undersrand why, when thi economic and commercial aspects
of a particular case show cleady that there is no harm or risk of harm
arising from a commercial policy of the community, its exports to the
united states should nevertheless  be singled our for countervailing
duties. The community  considers that this law represents a commercial
instrument which introduces a regrettable  element of uncertainty in
the development  of a climate of co-operation and mutual ffust in trade
relations with the united states, and its incompatibility wirh GATT
rules becomes more and more obvious with the patsag. of time.
Another element of disequilibrium between the rights and obliga-
tions of the parties concerned in relation to GATT rules is the unlimited
duration of the exemption  enjoyed by the us Agriculture Adjustment
Act. As international co-operation develops, there is less ind less
justification for an exemption  enabling the united stares to avoid its
share of the general responsibility  for the solution of a world problem:
a recent example was the tightening up of restrictions on incoming
dairy products.
The protectionisr pressures which have been felt in the united
states since the end of the Kennedy Round have recendy had a
disturbing success in the signarure of a law which, by amending the
rules of tariff classification,  has the practical effect of substaniially
raising the protection for reprocessed wool fabrics and blends of sucir
fabrics. This is a direct blow to the balance of concessions negotiated
in the Kennedy Round for a particularly sensitive sector. Theie tariff
increases are a vety direct threat to the interests of the community.
which intends to insist on its rights.
The community is in consranr conrac with the us Administrarion
on the whole range of commercial policy problems arising between the
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Relations with the cowntries of Latin America
526. During the year under review the Commission has closely followed
the procesJ of integration in Larin America and the trend of the
Community's  trade with the Latin American  countries. The many
conracts it has had with the Latin American missions accredited to
the European communities  have been useful and have provided a
steady flow of information  on matters concerning the countries in that
area.
For example, a fact-finding meeting attended by members of the
Argentine mission was held on 28 and 29 Febrtary 1968. The meeting
dislussed ways and means of improving  trade relations between the
two parties and examined the trend of Argentina's expofts to the
Comirunity,  in particular of traditional products such as beef.
On this occasion  the Argentine  mission announced ifs Government's
wish to negotiate in due course a general trade agreement  with the EEC.
Subsequenily the Argentine  Government requested that priority should
be givin ro negotiations  on beef, withour excluding  however  gener_al
agrJements on trade and in the sphere of financial and scientific
cJ-operation.  The Commission is preparing  its position in relation to
this iequest, having regard to the tact that similar fequests  have been
made by other non-member countries.
Another f act-finding meeting was held on 20 M arch 7968 with mem-
bers of the uruguay mission. It dealt mainly with problems arising
and prospects for imports into the community oJ beef from non-
*.-b.,  countries. The Uruguay Government also requested, in
December 7968, that negotiations should be opened with the EEC,
in particular on beef.
consequently,  as negotiations  to renew the Association conven-
tion between the Community and the Yaoundd countries(l)  are getting
under way, the points of concern to the Latin American  countries
are known'and the new convention should permit the normal develop-
ment of EEC trade with Latin America.
In Novembe r 7968 the Italian Government laid before the council
a memorandum  on relations between the Community  and the Latin
American countries. The commission is preparing a working paper on
the basis of this memorandum.
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The commission was presenr as an observer at the ninth
meeting of the Governors of the Inter-Arnerican DeveloDment Bank. It was also represented  on the plenary committee of t[r. Economic
commission for Latin America, at the tenth seminar  on the Methodology of Integration held in Rio de Janeiro, at the Conqress of thl
Latin American Iron and steel Institute 0LAFA) in Limi and at the
Inter-American Planning Congress.
. Il.  C9rymu1i9f  also participated in the international agricultural
and industrial exhibition arrangid in Jury in Buenos Airls by the
Argentine Rural Society.
Relations utith Asian countries
527. -rn early 1.968 India renewed its long-standing request for rhe
conclusion of a comprehensiie-trade  agreement with the community.
Examination of this.request led to thelonclusion  that before starting
negotiations  on new bases,the current negotiations on certainproducts({
singled out ar the time of the Kennedy Round should be complered  and
that the results of UNCTAD II should be taken into u..o.rrrt.(ii
As for the autonomous measures to be taken bv the Con in favour of rndia, the nil dury on *'or,;f'?,H 
tl'"0t""rT.T'::
planned on 
-1 -July 1,958; on the same date tariff q.rot", at nir duties
were opened for hand-woven  silk and cotton fabrics to a total value for the second half of 19GB oI $s00,000 for each of the two
categories (i.e. half the amounr decided on for a tull year);(3) each
of these quotas has been renewed in full ($1 million) tor iggg'.'
The Governmenr  of rhe philippines  forward.ed  to the commission
two aide-my'moires concerning the tariff treatmenf of raw coconut oil
for indusuial use.
other countries in the area approached the commission to point out
difficulties  they fearedfor their."portt to the community following the
entry into force of various agricultural  regulations, pariicularly in the
sphere of fruit and vegetable preserves.
fr sIJ377,",.
(2) Sec. 547.
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COMMON COMMERCIAL POLICY
Netu regulations
528. On 5 April 1958 the Council adopted a proposed regulation on
defence against dumping practices, bonuses or subsidies on the part of
non-member countries.(1) This regulation, which closely follows Article
VI of the General Agreement on Tariffs and Trade and the interna-
tional anti-dumping code negotiated in implementation of Article VI
during the Kennedy Round, provided the Community, in time for the
entry into force of the customs union on L July 1968, with an
effective Community instrument of defence against any dumping ptac-
tices, bonuses and subsidies in international trade which may disturb
the Community's  economy.
529. On 10 December  1968 the Council adopted three regulations
proposed by the Commission in the field of the common  commercial
policy. They concern:
(i) The drawing up of a common liberalization list for imports into
the Community  from non-member countries;
(ii) The progressive establishment of a common procedure f.or manag-
ing quantitative quotas for imports into the Community;
(iii) A special import procedure for several products from certain
non-member  countries.
These regulations were provided for in the Action Programme of
25 December  7962 and proposed by the Commission between 1965 and
L967. Atter long and difficult discussions at expert level, they have now
received the Council's approval six months after the completion  of
customs union and one year before the deadline for the alignment  of
the common commercial policy as a whole.
Together with the anti-dumping  regulation adopted by the Council
in April 1958, chese three regulations cover almost the whole of the
Community import system. It must be stressed, however, that they cons-
titute only a framework for a policy to be filled in by the Council
in the months to come on the basis of Commission proposals. These
regulations,  nevertheless,  already enable the Community to pursue a
() Otlicial gazette  No. L 93, 77 AprilL968, andFirst General  Report (1967),  secs.496
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liberal commercial  policy as required by Article L10 of the Treaty, while
providing the necessary  guarantees for e{fective  protection in the case
of threatened  disorganization of the markets.
The regulation  on the common hberalization  list provides for the
consolidation  of what has been achieved in aligning liberalization meas-
ures in the various Member States and for the possibility of extend-
ing such consolidation  or, in the case of disturbances on the market,
reducing it. It also lists the non-member countries to which it applies.
At present  the common liberalization  list covers only two thirds of com-
mon customs tariff headings. For the other producs, which have been
liberalized to degrees differing from one State to anorher, alignment
is a future policy objective.
The regulation on the common procedure for managing import
quotas establishes common rules for the administration of quotas and
procedures  for distributing the quoras decided upon. It therefore per-
mits the implementation of decisions regarding  the protection of the
Community the aim of which is the opening of Community quantita-
tive quotas by the Council, either by negoriarion  (at Community level)
or unilaterally. A quota management committee, consisting  of represent-
atives of the Member States and presided over by a representative  of
the Cornmission,  has been set up to solve any specific difficulties
arising.
Lastly, the regulation on special procedure constitures a dynamic
component of the commercial policy, for products which at the outset
cannot be liberalized or for which quotas cannor be opened in the
whole Community are first of all subject ro the supervision provided
for in the regulation  and, in the light of experience gained, may either
be liberalized  completely in the end or may be admitted under quora.
Besides these alternatives, there remains the possibility, for trade in
specific products, of concluding agreements  with the non-member coun-
tries concerned, for example as regards prices to be complied with or
quantities to be exported. It is for the Community's  institutions to
specify the products  and countries to be included  in this special proce-
dure.
The regulations  apply to all products. Their geographical appli-
cation is general for agricultural products governed by regulation; for
other products the same applies except in cases where special amange-
ments prove necessary because of an economic or political situation
peculiar to certain non-member countries. A solution to this problem
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Now that these three regulations have been adopted by the Coun-
cil, considerable  work remains to be done in important areas of
commercial policy, for example:
(i)  Export policy as a whole (export aids, credit insurance,  etc.)1
(ii)  The problem  of "active commercial policy" (measures to be taken
should Community  exports be hampered  by abnormal attitudes  (of
a discriminatory  nature, for example)  on the part of importing
non-member countries) ;
(iiil Establishment of a final Community import system to be applied
once the transitional period has expired.
Co-ordination and alignment of trade dgreements
Consultations
530. The consultations provided for by the Council Decision of 9 Octo-
ber 1961(1) on the negotiation  of agreements relating to the trade rela-
tions of Member States with non-member countries and on changes in
the liberalization  aftangements  with regard to non-member  countries
were also continued in7968. They dealt essentially with the liberchzation
measures decided on by the Member Scaces in relation to the Eastern-bloc
countries and Japan. Because of these measures  the import systems  of
the Member States have been unified to a large extent in respect
of the Eastern-bloc countries and to a very large extent in respect of
Japan, mainly as a result of the liberalization of imports provided for
in the recent Franco-Japanese  and Italo-Japanese negotiations.  Major
preconditions for a unified Community  policy on imports have thus been
fulfilled.
Alignment of contents of agreernents
531. In accordance with Article 3 of the Council Decision of 9 Octo-
ber 1961,(2)  the Commission  must examine trade and shipping agree-
ments in force and ensure that they do not stand in the way of the
(r) Olficial gazette  No. 71, 4 November 1961.
(2) lbid. and No. 223, 29 December 1965.384  EXTERNAL  RELATTONS
establishment  of a common commercial policy at the end of the transi-
tional period. In January 1968 a reporr on rhe mater was referred
to the experts of the Member States with a view to a joint study. On
the basis of this report the first set of criteria have been established
{or adapting trade agreements  to Community  rules, as is now becoming
necessary.  Provisionally, a decision has been proposed to the Council
which, while affirming the principle of Community-level negotiaring
from L January 1970, would allow the Member States to extend cer-
tain existing bilateral agreements by tacit agreement.
A Community  status for bilateral  agreements betueen certain
Mentber States and non-member cowntries
532. on its own initiative  the commission proposed that the bilateral
agreements in force between three Member States and the United King-
dom in respect of the minimum price for imports of cerrain types of .et."jt
into the uK should be given a community  status. such a t.artangement
has become necessary  now that the common cereals market hai been
op€rativ€ since L July 7967. Agreement  on marters of principle  has been
achieved and discussions are being pursued on points-of deiail.
533. In accordance with the mandategiven  by rhe Council on27 June
1968, the Commission, assisted by representatives  of the Member
states, undertook negotiations with switzedand  to substitute a commu-
nity agreement for three bilateral agreements at presenr in force be-
tween Switzerland  on the one hand and Germany,  France and Italy
on the other, on processing traftic in certain textile products. During
the latest round of negotiations, on 79 and 20 Novem6 er 1968, the two
parties reached an agreement on the provisions  to be included in the
agreement.
Concerted action (specilic  products)
Textiles
534. rn accordance with the guidelines  given by the council when the
Long-term Cotton Textiles Arrangement  was prolonged, the Community
negotiated in 1967 with India and subsequently wiih pakistan on sreps
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the two countries and each Member State under Article 4 of the
Long-term Arrangement.(1)
In the course of the negotiations  a standard agreement was pre-
pared, the list of products to be included in the agreemenrs  was
drawn up, and the import ceilings to be granted to India and Pakistan
were fixed. The Member States signed the bilateral agreements  in 1968.
These agreements  make a definite contribution to the co-ordination
of the Member States'trade relations with the non-member countries  in
question, for they conform to the standard agreement drawn up in the
course of the preparatory  negotiations; they are therefore  identical in all
the Member States and cover the same products. The agreements,
moreover,  provide expressly for the possibility  of the Community  as
such becoming party to them at a later stage.
By negotiating with two developing countries mutually acceptable
agreements,  which involve the suspension of quantitative  import restric-
tions still in force in certain Member States and the fixing of import
ceilings n€gotiated with the supplying  countries at a level higher than
that of former quotas, the Member States have met the developing  coun-
tries half way in their desire-frequently expressed-to have gteater
access to the Community market and to replace the system of quotas
imposed by importing countries by negotiated arrangements.
On 11 June 1968 the Japanese Government  also requested the open-
ing of negotiacions  with the Community for the conclusion of agree-
ments under Article 4. In agreement wich the Member States, the
Commission  held exploratory  conversations with Japan in order to ascer-
tain whether Japan was ready to enter into negotiations on the basis
of the standard agreement prepared for the negotiations with India and
Pakistan. Now that these conversations have taken place, it is for the
Member  States to take a decision  on the opening of negotiations.
lute, coconut products, and craft products
535. In accordance with what was agreed at the time of the Kennedy
Round, the Commission put in hand a study of the scope for agree-
ments with India and Pakistan giving them greater access to the Commu-
nity market for the above products; negotiations have been opened with
the two countries.
(r) First General Repofi (1967),  secs. 500 et seq.386  EXTERNAL  RELATTONS
Restrictions on exports of hides and shins and non-ferrous
metal scrap
536. Under Articles L15 and L55 the Commission recommended that
the Member Sfates maintain in 7968 the import resrrictions  akeady
established on unified principles.(r)
Cattle for processing
537. Pursuant to the bilateral agreement with Denmark on cattle for the
food-processing industry, negotiated at the same time as the Kennedy
Round, the Joint Committee  set up under Article 9 of the agreement
met on 22 October and 12 November  1.968 6or the purpose of imple-
menting the agreement.
Cheese
538. In February 1,968 the Swiss Government expressed concern over the
prices at which certain cheeses were being supplied to the Swiss market.
The Swiss Government pointed out to the Commission that the
prices of dairy products in Switzerland are ar least as high if not higher
than those of its suppliers and that it was desirable to reach a prag-
matic solution which would be in the interest of the exporters, the
consumers and Swiss producers.
After examining the matter and discussing it with experts from the
Member  States, the Commission, acting on the basis of the provisions
of Article Uft) of Council Regulation No. 804/58 of. 27 June 1968
setting up a common organization of the market in milk and milk pro-
ducts, fixed as from August 1968 lower refunds for exports of certain
cheeses to Switzedand.
This decision was possible because the Swiss authorities  gave an
assurance that they would see to it that the prices charged by other
suppliers did not undercut  EEC prices, either by concluding bilateral
agreements  to this effect or by applying import levies in Switzerland.
(1) Recommendations  Nos. 68/42/CEE and 68/43/CEE, Official gazette No. L 18,
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This modus uiuendi is functioning satisfactorily,  and on both sides
efforts are being made constantly to improve its practical  effectiveness.
The measures concern Gouda, Edam, Fontina and other comparable
Community  cheeses,  and also cheeses such as Samso€, Havarti and Butter-
kdse.
Commercial policy : steel
P eriph eral tarill amangements
539. The customs duties on ECSC steel products imposed at the Com-
munity frontiers by the High Authority's  Recommendation  No.1,/64 were
accepted as the point of departure for the reductions agreed in the
Kennedy Round; by its Decision No.663/68/CECA,  the Commission
amended this recommendation in order to comply with the bound tariff
concessions granted to the GATT Contracting Parties and che obliga-
tions assumed by the Member States under the Geneva Protocol of
30 June 7967.
It was natural that certain non-member countries should wish to
enjoy the same tariff quotas as granted in the preceding years, and
to make this possible the Commission  again authorized  the Member
States to import in 1969, as an exception to Recommendation  No. 1/64,
some 350,000 metric tons at the old harmonized  rates (Decision No.
2026 of.12 December L968).It also authofized, for the first half of
1969, the import of certain steel products with duties suspended or ar
rates lower than those harmonized in accordance with the half-yearly
rariff adjustments unanimously  approved by the representatives  of the
Governments (Decision  No. 2025 of T2December 7968).
For foundry pig iron, the Commission,  by its Recommendation
No. 2060, maintained for L969 and 7970 the minimum specific duty
of $S/metric ton by extending  Recommendation No. 1,/66 f.or two years,
which itself maintained  a level of protection initially decided in 1964
while reducing the rate from $7/metric ton to $S/metric ton. For cer-
tain qualities of foundry pig, however, tariff quotas at the reduced
rate of 4.6oh have been granted; as for 1958, they amount to 78,000 met-
ric tons (Decision  No. 2061 of 18 December  1958).388  EXTERNAL  RELATIoNS
Restriction ol steel imports from State-trading countries or areas
540. Difficulties in the common market for sreel, which were partly
reflected in lower prices, have been appreciably  reduced by the limi-
tation of importri of steel products from State-trading  counffies and
areas, which was first the subject of a decision by the Government
representatives in L963. The decision has been renewed each year since;
for 1,969 fhe agreement was renewed on 10 December 1968.
A close analysis of the import opportunities  available to each mem-
ber country (quotas and "contingency  reserves") does not reveal, how-
ever, in the light of available figures, any tendency to increase the "utili-
zation rate" oI these opportunities  considered  as a whole. 'S7hen, never-
theless, the decision relating to 7968 was renewed, an increase in contin-
gency reserves-brought up to 466,000 metric tons for 7969-was
authorized to enable certain Member  States to comply more fully with
the desire expressed by various Eastern-bloc countries to expand their
steel exports. Certain other changes making for grearer flexibility
(changes  authorized between  classes of products)  had been aurhorized
in fhe course of 1968.
In January 1964 a measure was introduced for the first time
whereby Community fabricators were forbidden to align prices on lower
quotations  from the Eastern-bloc countries. This rule, which supplements
the quantitative restrictions,  was renewed tor a yeat by Commission
Decision No. 2178/68/CECA of.27 December 1968, after approval by the
ECSC Consultative Committee and endorsement  by the Council.
ECSC specific agreements
541, The arrangements  made with certain leading steel-producing  or
exporting  countries  to monitor wodd market fends were maintained.
There were two more meetings with Japanese Government officials,  one
in Tokyo on 4 and 5 April L958, and the other in Brussels  on
7 and 8 October. The discussions  dealt with the expansion of the
Japanese  steel industry and the market situation in the two areas, and
also the problems arising for both Japan and the Community from the
developments in the world marker. A meeting was held with Swedish
officials in Brussels on 25 September. The agenda again covered market
problems, and particular attention was paid to special  steels and pro-
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cal matters were also discussed.  The Trade Relations committee of the
UK/ECSC  Council of Association  met in Brussels on lZ September to
discuss  rhe world market and points relating ro rrade betwein the two
areas.
Co-ordination of policy on credit insurance
542. At its session of 9 December L968 the Council  adopted the fourrh
report of the Group for che Co-ordination of Policy on Credit fnsurance,
Guarantees and Financial Credits.
The Council thus took note of the fact that rhe work on the draft
of a standard  medium- and long-term insurance policy in respect of
public purchasers  would be completed and submitted to it as soon as
possible.
The Council instructed  the Group to expedite work in the other
spheres of harmonization of credit insurance techniques, namely the
drafting of a standard medium- and long-term insurance policy in
respect of private purchasers (suppliers' credits) and a standard policy
in respect of both public and private purchasers (purchasers'  credits),
the preparution of essential points regarding  the harmonization  of short-
term risks in respect of both public and private purchasers,  and the estab-
lishment of a premium  system and scale of charges.
The Group was also asked to report to the Council on the
various possible techniques for reducing the disparities between the
different national systems of financing exports. As the Group was not
able to obtain a mandate regarding the delicate problem of distin-
guishing between commercial credits and aid credits, the Commission will
submit a memorandum to the Council in the near future.
As the need arises the Commission will, in sufficient time before
the end of the transitional period, make any proposals rhat it considers
necessary in order to comply with the time-limits set by the Treary.
Commercial policy towards Eastern European countries
543. Yugoslavia  is the first Eastern European country to accredit  an
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formal trade negotiations with the Community; these began on 15 Oc-
tober L968 in accordance with the mandate  given by the Council at its
session of 30 July 1968. From 5 to 7 June 1968 contacts had already
been established  at technical level between the Commission and Yu-
goslavia in order to study in particular the problems of exporting agri-
cultural products to the Community.
In April L958 the Commission  decided, on the basis of under-
takings given by Poland to respect the sluice-gate  prices for pigmeat
and poultrymeat,  not to charge the supplementary amounts on exports
from that country (Regulations  Nos. 564168 and 565/68.(1) In June 1968
the Commission held technical conversations with a Polish delegation.
These discussions  served to bring out the main problems  regarding
trade in agricultural products  and to give the Polish delegation infor-
mation on the machinery of Community  regulations.
As a result of technical discussions held on 24 and 25 April and
24 and 25 June 1968, Hungary undertook to observe the sluice-gate
price fixed for pigmeat by Council Regulation No. !2!/67 and the
Community agreed not to charge a supplementary levy under Article
13 of the same regulation. This agreement was made by an exchange of
letters between the parties concerned.
Other countries
Lebanon
544. The agreement  signed on 21
co-operation took effect on 1 July
In Article XIV of the agreement.
May 1965 on trade and technical
1968, i.e. within the period specified
Iran
545. The trade agreement between the Cornmunity  and Iran was again
renewed for a year under Article V of the agreement.
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7. Relations with rhe developing counrries
DEVELOPMENT  AID: GENERAL PROBLEMS
Co-ordination ol deuelopment aid and of tecbnical
assistance
546. The \x/orking Party set up by the council to deal with co-ordination
and co-operation in the sphere of technical assistance met twice in 19Gg,
in the spring and the autumn; it continued to exchange information on
the technical co-operation  activities and policies of th. Member States
and the Commission.
It devoted  a good deal of its time to examining action undertaken
to provide technical assistance  under the EEC/Lebanon  agreement and
pursuing  co-ordinated  assistance  operations in connection with the
Industrial Research centre for central Africa (CRIAC), the African
Institute of Development and Planning (IDEP), and the congo National
Institute of Agricultural  Studies (INEAC).
_  Tyo new subjects were discussed  by the\Torking  party: a requesr
for technical assistance from the interim council of Miniiters of the
Association of 'west African states and a comparison of the methods
used by the Member States and the Commission in keeping in touch
with former scholarship holders in order to follow up their careers.
UNCTAD II
547. The uN Conference  on Trade and Development held its second
session in New Delhi from 1 February to 29 March 1969. The Com-
munity, and all the Member States individually, took part.
During this session particular  amention was paid to the study of
problems rvhich had emerged, in the course of the preparatory work,
as "points of crystallization".  In view of experience gained at the first
session in Geneva in 1954, the conference made every effort to arrive
at solutions acceptable to all the members. In some cases agreement
was obtained without undue difficulty and some resolutions were
adopted unanimously, in particular  those reladng to the special problems
of land-locked  countries, the special measures to be taken to help the392  EXTERNAL  RELATIoNS
less advanced developing  countries, and the problems of the developing
countries in the matter of shipping. Other resolutions or decisions,  ort
commodities,  on the problems of financing development and aid, orr
the preferential treatment of manufactures exported by the developing
countries, and on trade relations between countries with differing;
economic and social systems, were adopted unopposed, though often
after protracted negotiations and on the basis of hard-fought  com-
promises.
548. While to some the results of the Conference may seem modest and
while largely they were only a more formal expression of what had
long been acknowledged  to be necessary, their importance  as indicators
pointing  the way towards an overall concept of development  should not
be underestimated.  Three points must be emphasized.
The agreement on an action programme for commodities  estab-
lished the practical framework for the study and implementation  of
international  measures to promote each of the products  concerned
(cocoa, sugar, oilseeds, oils and fats, natural rubber, hard fibres, jute,
etc.). Although it lays down in practical terms the lines along which
steps must be taken for each product concerned, the pro5;ramme  has
not solved all the difficulties,  since it leaves it to the countries inter-
ested in each of the products to fill in adequate detail at a later stage
into the framework fixed by concerted government  and international
action. The programme,  which is in fact an outline schedule and a
timetable, must therefore also be considered a milestone on the road to
the practical implementation  of international measures. In this respect if
is in very distinct contrast to the more ambitious, but so much more
theoretical, recommendations  of the first Conference.
Secondly, the agreement on the establishment at an early date of
a generalized system of preferences,(1)  without reciprocity or discrimi-
nation, for the semi-manufactures  and manufactures o{ the developing
countries represents a major step forward in international  trade and
economic  relations. The extent of this achievement can be measured by
the fact that at the first Conference in 1964 several indusmialized
countries, including some of the most important, were firmly opposed
even to the principle  of such preferences.
It is also important that the developed counfries  have agreed to
undertake to appropriate 1 percent of their GNP at market prices
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for development aid. This is an imporranr advance,  even if it will not
have any immediate  effect on the total volume of aid, for the target
will encourage the developed  countries to increase their financial share
in the development of the third world, despite the serious difficulties
which most of them have to cope with.
549. ln short, the New Delhi agreements must be appreciated  not only
as the first tangible achievemenrs based on aims which at the outset had
been too vasr and general to be workable, but in parricular as the
starting point for seeking and implementing practical solutions to a
considerable  number of problems which face the developing conrries.
Lastly, it must be pointed out that at New Delhi, for the first
time within UNCTAD, the EEC Stares submitted  three joinr proposals
on commodities; they dealt respectively with the elements of a com-
modities policy, a price policy and trade liberalization.  For lack of
time and failing agreement  at New Delhi, these proposals had to be
referred to the conference's  subsidiary organs, in parricular the com-
mittee on Commodities.
550. The UN Trade and Development Board held its sixth and sevenrh
sessions this year in Geneva (6-7 May and2-23 September).
'SThile the sixth session dealt mainly with points of procedure,
the seventh session concentrated on the improvement of UNCTAD,s
institutional machinery.  This problem had been raised at New Delhi
and a solution was found which was approved unanimously by the
members of the Board. The irnprovements  decided on by the Board
constitute  an important step forward. Their aim is to improve, in the
context of Resolution 1995 (XIX) of the UN General Assembly  setting
up UNCTAD, the Conference's  deliberating  and negotiating functions.
They also concern working methods, in particular the reduction of
the number and length of the meetings of its various subsidiary organs.
551. The UNCTAD Committee on Manufactures  held its third session
in Geneva from 8 to 18 October 1968. The European Economic Com-
munity participated  as an observer.
The Commission reviewed the problems rising from the expansion
of exports of manufactures  from thb developing  countries. In paiticular,
it examined the recent rrends and developments  in trade in manufac-
tures, tariff and non-tariff barriers, restricfive business practices and
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At the conclusion of its discussions, the Committee adopted a
decision calling, in particular, for studies to be made by the UNCTAD
Secretariat on the problems of. tarrff. and non-fariff barriers and stipu-
lating that a sessional committee to look into these matters might be
set up. A resolution on the establishment of an intergovernmental
group of experts on tariff reclassification was adopted by a majority
vote.
The Committee on Commodities  held its third session in Geneva
from 28 October to 8 November. The European Economic Community
participated as an observer. The Committee  adopted two recommen-
dations still outstanding from the New Delhi Conference which con-
cerned buffer stocks and diversification of the economies. These
resuits, coming as they did just after the conclusion of thelnternational
Sugar Agreement, which is generally regarded as an UNCTAD
sLlccess,  represent an important step forward.
The Special Committee on Preferences,  which was set up by
virtue of a resolution adopted at UNCTAD II, held its first session in
Geneva from 29November to 6 December l96S.TheEuropeanEconomic
Community  participated  as an observer.
The Committee examined the progress made by the developed
countries in working out and establishing the essential points of a
system of generalized  preferences. The western countries reported on
studies undertaken on the subject in their capitals and in the context
of OECD, and also on the programme of work established in that
organization.  In a statement on behalf of the EEC, the Commission's
representative  pointed out that the EEC was firmly resolved to adhere
to the deadlines fixed by OECD and UNCTAD for the completion of
work on preferences.(1)
At the conclusion of its discussions,  the Cornmittee  reached an
agreement on the work programme to be undertaken  in UNCTAD
before tlre ninth session of the Trade and Development Board, which
r,r'ill begin on 26 Aurgust 1969.
OECD Deuelopment Assistance Committee (DAC)
552. As in the past the Commission took part regularly in the Com-
mittee's rvork. As part of the annual review of the development  aid
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measures and policies of DAC's members, it submitted to the Com-
mitfee a memorandum on the EEC's activities in the matter of financial
and technical aid to the developing  counrries in 1967. This memorandum
was discussed  on 27 September 1958.
The Commission  also played an active role, both in the Com-
mittee itself and in its various working parties, in the study of certain
development  problems such as rhe irnplications of UNCTAD  II, burden-
sharing among DAC's members,  an increase in the volume of aid, the
effectiveness of "self-help efforts", the simplification and improvement
of DAC's objectives with regard to terms and conditions, harmoniza-
tion of terms and condirions,  effects of export credits on the indebted-
ness of beneficiaries, rhe setting-up of an early warning sysrem for
external indebtedness,  the problem of tied aid, public relarions and
development  aid, and aid for education schemes.
FOOD AID
Conuention on food aid in the form of cereals
553. During 1968, the Member States and the Commission endeavoured
to work out technical  procedures  for implementing  the food aid pro-
gramme involving an annual volume of 1,035,000 metric tons of cereals,
which the Community and the Member States have undertaken to
suppiy under the Food Aid Convention in the period 1968/69 to
1,970/71.(1)
On 9 November 1,967 the Commission had submitted to the Coun-
cil a memorandum  in which ir sketched our rhe general lines along
which the Community  could carry our its obligations.  The Commission
had stressed,  in particular, that food aid should contribute to rhe econom-
ic development  of the beneficiary countries.
As regards the procedure for granting aid, the Commission  sug-
gested that the Council should establish annually what proportion of
aid was to be provided by each country and then give it a mandate
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to prepare the necessary  agreements with the beneficiary countries for
the provision of cereals in conformity with the Council's directives.
The Commission, moreover, insisted that the cereals should be mobi-
lized in the Community itself according to Community procedures in
order to avoid the risk of upsetting the cereals market.
However,  certain Member  States took the view that the responsi-
bility for food aid distribution  was a matter for the States and that a
measure of consultation at Community level was all that was other-
wise needed. Failing an early agreement, the Council was not able to
conclude the Food Aid Convention by the date laid down in accordance
with Articles 111 and 1L4 oI the EEC Treaty.The Community  therefore
requested the Food Aid Committee, set up under Article III of the
Conyention, to extend to 3L December 1958 the period for depositing
the instrument of final acceptance. This extension was granted at
the first meeting of the Food Aid Committee, which was held from
4 to 10 July 196tt. Since, however, this later deadline could not be
observed either, the Community  had to request a further extension
until 30 April 1,969. This was granted by the Food Aid Committee  at
its second  session in November  1968.
554. At its 47th session, on 27 September  1958, the Council reached
an agreement on the contribution to be made by each Member State
in carrying  out the commitments undertaken. The scale of contributions,
which was calculated on an empirical basis and does not constitute a
precedent, can be revised while the Food Aid Convention is being
implemented. The Member States' shares in the EEC programme will
be as follows:
France
German;'
Italy
Netherlands
Belgium
Luxembourg
320,000 metric tons
320,000 metric tons
238,000 metric tons
82,000 metric tons
73,000 metric tons
2,000 metric tons
Total  1.035.000  metric tons
By the end of 1968 six developing countries (India, Pakistan,
Tunisia, Turkey, Indonesia, United Arab Republic) had submitted
applications for food aid in the form of cereals tor 7958/69. The total
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On 27 November  1,968 the Commission submitted ro the Council
a memorandum on the applications that had been made to date. On
6 December 1968 the representatives  of the Member States and of the
Commission  had an initial discussion in the ad hoc working party which
has been set up to make preparations for the drawing-up of the EEC
food aid programme for 1968/69.
At its 54th session, on 9 and 10 December  7968, the Council
issued two regulations establishing  the conditions for mobilizing cereals
as food aid. Ir also agreed on the procedure for negotiating  and con-
cluding Community food aid agreemenrs between the EEC and bene-
ficiary countries.
Supply of milk- products
555. At its 43rd session, held on 22 July L968, the Council adopted
a resolution on the marketing of surpluses in the milk and milk pro-
ducts sector. In accordance with this resolution it was decided that by
1 October 1968 the necessary measures should be adopted, on a propos-
al from the Commission and in accordance  with the procedure laid
dowrr in Article 43(2) of the Treaty, to permit certain quantities of
milk products to be supplied to the developing  countries.
COMMODITIES AND INTERNATIONAL  COMMODITY
AGREEMENTS
Cocoa
555. After the adjournment  of the Conference called by UNCTAD  with
a view to concluding an international  cocoa agreement (December 1967),
consultations were held in June 1968 between  the main producer and
consumer countries. Various outstanding problems were examined,  in
particular the working of the quotas and of the buffer stock, verifica-
tion arrangements, and obstacles to trade and consumption. Some
progress was made, but there are reservations on various points, for
example the details of how to protect the minimum  price of cocoa.
The Secretary-General of UNCTAD  was therefore  not able to reconvene
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Colfee
557. In the course of negotiations begun in mid-1967 and completed in
February  1968 in the framework  of the International  Coffee Organi-
zation, in which the Commission took part, the International  Coffee
Agreement was renewed for five years. The 1968 agreement is, as
before,  based on a system of export quoras, with adjustment of quotas
during the year in relation to the prices of the various categories of
coffee and an intensification  of export and import verification  measures.
In order to ensure long-term balance between supply and demand, pro-
duction goals will be fixed and a diversification  fund has been set up.
There are also special arrangements  concerning exports of processed
coffee.
As for the Commission's future participation  in the Agreement,
general provisions  written into the 1968 Agreement concern changes
in the way in which the importer members of the Organization  parri-
cipate and are represented.  In a resolution the International Coffee
Council took note of a declaration by the EEC Member States to the
effect that the Cornmunity as such would in future have the right to
accept the 1958 Agreement. The new Agreement, which took effect
provisionally on 1 October L968, will be prolonged  beyond the transi-
tional period provided for in the Treaty of Rome.
The twelfth session of the International  Coffee Council (August
1,968) dealt mainly with measures ro implement the new Agreement
during the 1968/69 coffee year. A special session o{ the Council in
December 1968 dealt with export and import control and the adoption
o{ the Statute of a Diversification  Fund.
Swgar
558. Convened initially in September-October  1965, the UN Sugar
Conference  falled at that time to establish  an agreemenr. It mer again
in Geneva from 17 April to 1 June 1968, and though the divergences
between the participants had been reduced  considerably, it  was
necessary to adjourn the Conference unril 23 September. On 24 October
a resolution was adopted submitting a draft International  Sugar
Agreement tor approval by the governments.  This Agreement  is to take
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Under the Agreement, sugar prices are to be supported by means
of an exporr quota mechanism  linked with market prices, An indirect
effect of this machinery will be to limit the future growth of produc-
tion and of stocks in the producer countries.  The Community's proposal,
however, to set up a one-million-ton buffer stock, self-financed  by a
levy on all trade in sugar-preferential  agreements included-was
not maintained in the Agreement. The Agreement embodies, on the
other hand, certain points put forward at the New Delhi Conference in
order to take into account the characteristics of the developing
countries'  economies. A special emergency reserve, for example, of up
to 150,000 metric tons will be set up each year to cope with the parti-
cular difficulties of developing countries  subscribing to the Agreement.
The Conference itself is important for various reasons:
(i) Politically, it was an extension of the New Delhi Conference,  the
rrain result of which, in the commodities sector, was the adoption
of an action programme  providing for the rapid implementation
of an international sugar agreement.
(ii) In economic terms, sugar is, together with coffee and cocoa, one
of the products which are of primary importance to the develop-
ing countries  as exports. \fhat is more, the interests of the devel-
oped and developing countries as producers  come into direct com-
petition here (beet sugar-cane  sugar).
(iii) On the commercial plane, lastly, it is particularly difficult to
curb the considerable  price fluctuations of this product by acting
on the "free market" alone. which is a residual market of lesser
importance than the big preferential areas (US, British, Eastern
bloc).
For the Community, the recent adoption of a Community sugar
policy has established  its position both as regards the legal aspect of
its participation in the Conference's  work and future agreements and
as regards the fundamental  problem. Despite the opposition of several
delegations,  which, relying on the UN Charter, argued that only indi-
vidual states were entitled to take part in the negotiations,  the Com-
munity was represented by a single delegation,  composed of represent-
atives of the Commission and of the Member States with a joint spokes-
man. The Conference  finally decided in favour of inserting an amend-
ment in the draft allowing for the possibility of the Community as such
acceding to the Agreement. On the fundamental problem, the Com-
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regulation, negotiated  the fixing of the rate for its own supplie s at l17o/o  ,
corresponding to an export quota of some 1,200,000 metric tons of
raw sugar, while the proposal  made to it was f.or 214,000 metric rons
to start with and 300,000 merric tons subsequently. On those condi-
tions the Community  could not envisage acceding to the Agreement.
The possibility,  however, of joining at a later date remainr op"tr.
TARIFF PREFERENCES
559. In implementation of Resolution 2I (I), adopted at UNCTAD
II,(1) OECD resumed  its work on preferences. It set up an ad hoc work-
ing _party composed of those countries that intend to grant generalized
preferences  to the developing counrries. The main objective of the
working pgrty, in which the Commission is parriciparing actively, is
to seek solutions among the donor countries with i  view to *oti.ing
out a generalized system of preferences. The OECD member countriei
have agreed that any country intending to grant preferences  should
deposit two lists of products with OECD by 1. March 1969:
(i)  a list of manufactures  and semi-manufactures,  coming under
Chapters 25-99 of. the Brussels Nomenclature, for which lt is not
ready to grant preferences or for which preferences could be
granted under certain conditions  or within certain limits only;
(ii) a lisr of processed agricultural products, coming under chapters
1-24 of the Brussels Nomenclature, for which it is ready ro granr
preferences.
-  Eacfr country intending to grant preferences  has also been requesr-
ed to indicate the cases in which preferences are to be granted, irrclud-
ing any reservations or conditions, on the basis of which the lists
have been drawn up.
560. To this end, the European Economic Community  is at presenr
working intensively on the subject. Its intention, declared in r9k4 and
reaffirmed at New Delhi, is to reach a solution which can bring real
and substantial advantages to all the developing  countries.
In the Community  there has been work on all aspects of a
preferential tariff system. certain points, however, have received partic-
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ular attention, for example the scope and size of tariff reductions  and
also the safeguard machinery to be set up.
At the request of the \(orking Party on Trade Questions, the
Commission prepared and forwarded to the Working Party on l-5 No-
vember 1958 its first list of manufactures  regarded as "sensitive" in
the Community and a preliminary list of processed agricultural pto-
ducts which could in the Commission's opinion be the subject of tariff
preferences to be given to all the developing  countries.
Several years ago the Commission  declared itself to be in favour
of the principle of granting preferential tariff treatment  to all develop-
ing countries, and it is actively pursuing its efforts with a view to
the adoption of solutions which afford all these countries real and
substantial advantages.
8, Co-operation in the nuclear sector
AGREEMENTS WITH THE UNITED STATES'
THE UNITED KINGDOM  AND CANADA
551. Co-operation  with non-member countries has naturally been
affected by the reduction in Euratom activity in the field of nuclear
research,  under the 1958 interim programme. Nevertheless, in numerous
spheres of common interest the Community  continued to work together
with the main non-Community bodies: the United States Atomic
Energy Commission (USAEC), the United Kingdom Atomic Energy
Authority (UKAEA) and Atomic Energy of Canada Limited (AECL).
As the Euratom/United  Kingdom Agreement for Co-operation,
concluded on 4 February 7959 for a period of 10 years, expires on
3 February  L969, the council gave the commission the directions
necessary  ior negotiating an extension of the agreement for a further
two years.
The Euratom/AECL technical agreement,which was concluded  on
6 October 1959 and renewed in 1955, expired on 6 August 1968. The
AECL suggested that either a new technical agfeement, better suited to
rhe present relations between the two organizations,  should be con-
cluded, or co-operation  should be continued  on pragmatic lines in the402  EXTERNAL  RELATIoNS
framework of the Euratom/canada Agreement for co-operation in the
peaceful uses of atomic energy of 6 october 1.959, *iti.h is still irr
force. A final choice between-the two possibilities  can be made wherr
the confent of Euratom's next ,"r."r.i programme is knorr.n. In the
meantime,  technical co-operation is being pursued with the AECL along
pragmatic lines.
OTHER ACTIVITIES
552. rn pursuance of Article 103 of the Euratom Treary, the following
were submirted to the Commission in 196g:
(a) The draft of an exchange  of lemers between the canadian and
French Governments regarding the transfer of raw materials and
special nuclear materials to France, in the frameworl< of the
Euratom/Canada agreement of 6 October 1959;
(b) A draft extension of the Agreement for co-operation in the
nuclear field concluded  berween ltaly and the uniied Kingdom on
28 December  L957;
(c) A draft agreemenr between Germany and Argentina in the field of scientific research and technicul d.u.lopirent  (including the
nuclear sector).
The notification  of the Franco-canadian  exchange of lerters was
followed by close contacts between the commission"and  ,.pr.r.nr"-
tives of the French Government  (under Article 103 of tr,. paEc
Treaty) and between  the commission and representatives  of the ca-
nadian Government  (under Article XIII, Safejuards,  of rhe Euratom/
canada co-operation Agreement).  As a result ihe commission inform-
ed the French Government  that there was no objection to the plan-
ned exchange  of letters. However, likewise in the context of Article 103,
the commission was not able to 
^gr", fo extension of the bilateral
agreemenr berween Italy and the united Kingdom, which expired in May 1968. This attitude is in conformity  with its consisrent practice of not. authorizing  the renewal of nuciear co-operation  agreements
concluded by the Member states with ,rorr--.nrb-.r countries before
the entry into force of the Eurarom Treaty (Article  106). By the end of
1958 seven such agreements  had expired and had not been ren.r,ved.
The commission  did not raise any objection to the agreement for
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ment was concluded under the Euratom/Argentina agfeement, which
took e{fect on 6 November  1953.
The text of the agreement concluded in'l'968 between the Reactor
Centrum Nederland and the United Kingdom Atomic Energy Authority
was also communicated to the Commission.
On 28 November 1968 the Commission was informed by the
German and Dutch Governments that they proposed to co-operate
jointly with the British Government in the field of isotope separation
processes making use of the gas ultra-centrifuge method. The two
Member Governments  added that they considered "that a trilateral
co-operarion agreemenr should leave open the possibility of bringing in
other Comrnunity States and, should the case arise, other European
countries, to share in the results of this co-operation". They expressed
their intention of contacting  the Commission in accordance  with the
procedures  laid down in the Euratom  Treaty, if the discussions between
the three Govetnments led to an agreement.
NON-PROLIFERATION  TREATY
563. On 18 January 1"968 the United States and the Soviet union finally
submitted ro the Eighteen-Nation  Disarmament Committee, meeting in
Geneva, a complete dtaft. of a treaty for the non-proliferation of
nuclear weapons. Following two months of negotiations the text, now
revised, *"r for*"tded by the Committee to the General Assembly
of the United Nations, which approved it on 1'2 June after some
final amendments.
The treaty was available for signing from 1 July 7968' Ir will be
recalled that the non-proliferation treaty cannot take effect until it has
been ratified by the Depositary States (us, uK, ussR) and by a futthet
forty States.
564. The final version of the treaty differs from the preceding drafts
mainly because ol the concessions to the non-nuclear  powefs, which
called unceasingly,  during the negotiations,fora better balance between
the obligations-imposed  by the treaty on them and those imposed on
the nuJear po*..r. These concessions appear in particular in the
provisions concerning  the supply of fissionable materials and exchanges
of irrfo..rrution (Artiile IV),1he use of nuclear explosions for peaceful
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Article III (sa{eguards) lays down that each non-nuclear-weaporr
state party to the ffeaty undertakes to accepr safeguards  as set fortlr
in an agreemenf to be concluded with the Internatio-nal Atomic Energl,
Agency (IAEA) in accordance with the srarute and safeguards  sysrerrL
of the Agency; such an agreemenr may be concluded 
"7iit, ,t,. repn.
by a state acting either individually or rogether with other stares.
-  - That is why the commission, when consurted under Article  103 of the EAEC Treaty by the communiry Member States which are
non-nuclear powers in the sense of the non-proliferation  treaty, made
no obje_ction in June 1968 to the states signing the treary "t ih. firrt
stage. The commission  found that in princfule lh.r. ,r", no incompar- ibility between the objectives of thi tr."ty and those o( Euratom.
However, the commission drew the attenti,on of the Member states
concerned to the unkown_ effects of implementation  of Article III, which
simply refers to the conclusion- of safeguard  agreemertr, *hor. precise
content therefore  remains to be defined case by case. For the com-
munity an agreement with the IAEA, safeguarding  the rights and obli-
gations that the community Member Stales h"u-. "rr.r#d 
under the
Treaty of Rome, seems ro.be the appropriate means of reconciling impre-
mentarion of the non-proliferation  treaty with observance of the provi-
sions of the Euratom Treaty. In these circumstances  the Commission
considered it necessary to ask the Member states consulting it to delay
ratificarion of the non-proliferarion treaty 
"ft., 
,igrring i, ,iJr'a safis-
tactory 
^agreement is concluded with the lepe .rrrl., lrticle III of the
rreary.
_ The treaty has since been signed by Luxembowg  (L4 August), the
Netherlands.(19,August)  and Belgium (20 August);"or,  ,ig'i;g ii th.
three countries declared that they did not intend to ratifylt beiore the
commission  and the IAEA concluded  an agreemenr ailowing tt. proui-
sions of the Euratom Treaty to be observeJ.
9. The Community and international organizations
UNITED NATIONS
565. During the period under review a new fearure marked relations be_
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(ECOSOC),  the European Economic Community was invited to be
represented and to take part as an observer at the 45th session of
ECOSOC,  which was held in Geneva from 8 July to 2 August 1968.
The Community's  spokesman made a statement on financial and techni-
cal co-operation  between  the European Economic Community and the
Yaoundd countries.
The Community  paticipated as an observer at the second session
of the Council of the United Nations Induscrial Development  Organ-
ization (UNIDO), which was held in Vienna from 17 April to
14 May 1968.
Commission  representatives  attended the 15th UNESCO General
Conference.  At the session, the Commission handed over to UNESCO
a communication on films in the context of the Agreement  on the
Importation of Educational,  Scientific and Cultural Materials (Florence
Agreement).
Relations between the Commission and the Secretariat of the Inter-
national Atomic Energy Agency (IAEA) remained  active. In the past
year they have concerned more especially the problems of the dissemina-
tion of information in connection with the preparatory work being done
by the IAEA with a view to the setting up of an International Nuclear
Information System (INIS). The Commission was also represented  by
an observer at the IAEA General Conference (Vienna, 24 September-
1 October 1968), which was concentrating this year on the repercussions
that the non-proliferation  treaty would have, once it came into force,
on the Agency's  activities and structure.(1)
INTERNATIONAL  LABOUR ORGANIZATION  (ILO)
566. 'When a new single department assumed responsibility for the
Commission's work in the social field, discussions  became  necessary
with representatives  of the International Labour Office to re-establish
on a new basis, and strengthen, the ties of co-operation between the
two institutions. As in previous years, the Commission took part in the
International  Labour Conference and co-operated in the work of various
ILO organs, in particular on vocational  training, and industrial health
and safety. The Office also continued to give its technical assistance
to the Commission  regarding the social security of the Community's
migranc workers.
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567. As in the past, the Commission parricipated  with interest in rhe
OECD's work in various fields. It played a part, for example, in working
out the policy attitudes  adopted  by the OECD countries at UNCTAD II
in Neu'Delhi.
There was active co-operation between  the Commission  and OECI)
in two other fields: firstly, in connecrion with the balance-of-paymenr,s
difficulties experienced  by certain OECD member countries,  includinl;
France, and secondly, with regard to scientific and technological policy.
At the third Conference of science Ministers of the oECD member coun-
tries the commission was represented  by M. Hellwig, vice-president.
Contacts  have also been maintained in the social sphere.
Under co-operation arrangements with the European  Nuclear Ener-
gy Agency, the Dragon Agreement  rvas exrended until 31 March 1970,
For this new stage of operating the reactor, Euratom's financial contri-
bution has been cur from 46.8% to 40o/" and that of the united King-
dom increased by an equivalent  amount. Assurances  have been obtainedl
from the united Kingdom Atomic Energy Authority, the owner of th.
reactor from March 1.970, on the subject of a further extension of the
agreement beyond 31March 1970.
Likei.vise the agreement  between Euratom and OECD on the in-
stallation at Ispra of the ENEA's compurer  Programme Library was
extended to 31 December  1968.
VESTERN  EUROPEAN UNION ('$flEU)
568. The !7EU Assembly held its last session of the year from 14 to
18 October  'J,968, at which it:
(i)  recommended  that the council should take measures to reinforce
and make greater use of the machinery for consultation and co-oper-
ation between  the 'wEU member countries in the fields of foriign
policy, defence and technology; it also recommended that the
ministers of finance, economic affairs and technology should attend
the coming meetings of the WEU Council;
(ii)  requested  the Governments of the EEC countries concerned and
the candidate  countries to summon a political conference in order
to promote institutionalized  co-operation in foreign policy, defenceINTERNATIONAL ORGANIZATIONS  407
and technology and in any other fields not covered by the Euro-
pean Treaties.
Speaking during the session, the President of the Commission,
M. Jean Rey, dealt in particular with the enlargement  of the Comrnu-
nity and expressed the hope that the proposal made by M. Brandt in
the Council of the Communities on 27 September would provide the ba-
sis for a compromise between the Six on the subject.
M. Martino, the member of the Commission with special respon-
sibility for external relations,  represenred the Commission on the days
on which the economic situation in Europe was examined at the meerings
of the \ffEU Council in Paris on 26 April, in Bonn on 9 Julv and in
Rome on 22 October 1958. As is the cusrom, M. Martino gave an
account of developments  in the economic situation  in the Cornrnunities.
The meetings dealr with the problems of European inregration,  in par-
ticular those connected with the enlargement  of the Comnrunities.
At the meeting of 29 October, M. Martino, speaking on behalf of
the Commission, gave assurances that the Commission would not fail to
study any proposal made by the Member Srates, in the spirit of its
Opinions  rendered on 29 September 1967 and 2 April 1968.
EUROPEAN FREE TRADE ASSOCIATION  (EFTA)
559. In the context of the regular meetings  between  the EFTA Secre-
tariat and Commission officials, an exchange of views and information
took place on 25 October 7968.
It dealt with technical  obstacles  to trade, anti-dumping rules, region-
al policy, movement  of goods and investment  in the steel industry.
570. The Commission was also informed of the work of the Confer-
ence of the non-nuclear  weapon states, which was held in Geneva in
September 196B under the auspices of the United Nations.
It also maintained its relations with the Food and Agriculture Organ-
ization of the United Nations (FAO), the World Health Organization
(\fHO), the Office of the United Nations High Commissioner for Refu-
gees (UNHCR), the European  Conference of Ministers of Transport
(ECMT), the Intergovernmental  Committee for European Migra-
tion (ICEM) and the International Bureau of \Teights and Measures.408  EXTERNAL  RELATToNS
10. The Communities' diplomatic relations
57L. In the period under review, diplornatic relations  were established
between the Communities  and nine non-member countries. In order ,cf
handing over of letters of credence by Heads of Missions, they are the
following: Malta, Tanzania, Kenya, Ghana, Uganda,Libya,  Malaysia,
Yugoslavia and Indonesia.
At present 81 States have representatives with the European Com-
munities. Of these States, 32have  representatives accredited to the three
Communities, 48 to the EEC alone and 1 to the EEC and ECSC.
The Commission has appointed Mr. J. Linthorst Homan as nertr
Head of the Delegation of the Commission of the European Communi-
ties to the United Kingdom.Ltol
CHAPTER  V
TNSTITUTIONS AND ORGANS OF THE COMMUNITIES
1. The European Parliament
Presidency, sessions
572. At the opening of its annual session on 1.2 March 7968 the Euro-
pean Parliament elected its President  and other officers (Article L(2) of
the Rules of Procedure). M. Alain Poher (France, Christian Demo-
crat) was re-elected President and M. Metzger  (Germany,  Socialist),
M. Battaglia (Italy, Liberal), M. Terrenoire (France, European Demo-
cratic Union), M. Furler (Germany,  Christian Democrat), M. 'Sflohl-
{art (Luxembourg, Socialist), M. Berkhouwer (Netherlands, Liberal),
M. Carboni (Italy, Christian Democrat) and M. Dehousse (Belgium,
Socialist)  were elected Vice-Presidents.
Between 7 lanuary and 31 December L968, the Parliament met
twelve times in six ordinary  sessions at Strasbourg and six extraordi-
nary sessions in Luxembourg.(1)
(1) The sessions were held on the dates indicated below, which are followed  by refer-
ences to the Ollicial  gazette in which the minutes of the sittings and the texts of
the Opinions and resolutions  adopted  by the Parliament  are published:
8 January: (Official gazette No. C 3, 22 January 1968) in Luxembourg
22-26 January: (I&id. No. C 10,'I,.4  February 1958) in Strasbourg
2I-22Februaty: (Ibid. No. C 18,9 March 1968) in Luxembourg
11-15 March: (I&id. No. C27,28 March1968) in Strasbourg
21,-22 Marchz (lbid. No. C 32,6 April 1968) in Luxembourg
13-17 May: (/&ld. No. C 55, 5 June 1958) in Strasbourg
18-19 June : (lbid. No. C 66,2 July 1958) in Luxembourg
1-5 July: (lbid. No. C 72, 1"9 July 1968) in Strasbourg
30 September-3 October; (Ibid. No. C 708,79 October 1968) in Strasbourg
24-2i October : (Ibid. No. C 776, 8 November 1968) in Luxembourg
25-29 November: (lbid. No. C 135, 14 December 1968) in Strasbourg
13 December:  (ibid. No. C 138, 21 December 1968) in Luxembourg410  lNsrrrurloNs  An*D oRGANS  oF THE coM.l\4uNtrrEs
The extraordinary sessions chiefly concerned  agricultural rnatters
and the future of Euratom. As in past years, the members of the
European  Parliament and of the Consultative  Assembly  of the Council
of Europe held a Joint Meeting on 27 and 28 September 1.968 at
which the Parliament  presented  its report on its acivities during the
period May 1967-Aprtl 1958. This year, the subject of the exchange
of views between  the institutions of the Communities  was "Prospects
for the Communities after 1 July 1968".(L)
During 1968 the Parliament paid tribute to its late member,s:
M. Merten (Germany, Socialist), M. Weinkamm (Germany, Christian
Democrat), M. Angelini (Italy, Christian Democrat), M. Bech (Luxem-
bourg, Christian Democrat) and M. Lamine Gueye, a former President
and Vice-President  of the Parliamentary Conference  of the EEC-AASII
Association.
Actiuities
573. The Padiament  was consulted  by the Council on a large number of
proposals for regulations  and directives arising from different parrs of the
Treaties  and rendered 83 Opinions,4T of which concerned rhe common
agricultural  policy. O( the remainder, 4 related to the free movernenr of
goods, 2 to taxation policy, 4 to freedom of establishment and freedom
to supply services, 7 to the approximation of legislation,  1 to economir;
policy (medium-term programme),6 to the common transport policy,
3 to social policy, 4 to the AASM, 1 to commercial policy and 4 ro rht:
budget  and administrative  affairs.
The Parliament  adopted 49 resolutions  during 1.968. One concernedl
the events in Czechoslovakia, 1 the French measures, 1 the economic:
situation in the Community,  3 agriculture,  1 the iron and sreel industry,
1 the coal situation,  1 research  and technology, 5 Euratom, 1 transport,
3 social policy, 1 the enlargelnent of the Community, 3 relations with
Turkey,4  relations with the AASM, L relations with East Africa, 1 com-
mercial policy, 1 the results of the Kennedy Round, 2 the Ner,v Delhi
conference, 1 food aid, 1 the non-proliferation treaty, 1 the International
Sugar Agreement, 2 the report on rhe activities  of the Communities,  1 the
social report, L the merger treaty, 10 budget questions and 1 derived
Community  law.
(1) This- discussion rvas held on 25 Nove mb er 1968 (Oif i:ial gazet e No. C tr35, 1-{ De-
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The main points of most of these Opinions and resolutions  are
described in the various chapters of this Report, the accounts of the
Parliament's debares and the speeches by its Members  having been sum-
marized each month in the Bulletin of the European Communities. The
following pages will simply give an overall view of parliamentary activ-
ity during 1,968 and draw attention to the most important work.
574. On 23 January 1968 the Parliament  held an important debate(r)
on the Council's decisions of 19 December  1967 concerning  the applica-
tions for membership from the United Kingdom and other European
countries.  As was emphasized  in the final resolution, the Parliament
deplored that the attitude adopted by one Member Government  against
the unanimous opinion of the Commission had not allowed any negotia-
tions to be started. Most of the speakers in the debate expounded sub-
jects which reveal the anxieties  of the European  Parliament with regard
to the question of enlargement; concern to continue the work of build-
ing the Community  and the need to find suitable means to attain a
satisfactory  solution; the danger of Europe being forced to accept a
position of inferiority; and Europe's need to profit by the contribution,
particularly to its parliamentary life, that would be made by Great
Britain's deeply rooted democratic traditions. The speakers of the Euro-
pean Democratic  Union group together stressed the United Kingdom's
need to achieve economic renovation before joining. They refused to
accept the British "all or nothing" point of view and advocated an
arrangement which could keep future options open. The EDU group
abstained in the vote on the final resolution, which was otherwise
unanimously  adopted, and in which the Parliament  asked the Council
and the Commission to pursue unremittingly their efforts to overcome
the present disagreement between the Governments of the Member States
and invited the latter to turn to account the rvillingness shown by
the United Kingdom and the other applicant countries to enter into a
Community  relationship with the Six in order to engender new types of
European communities.  Lastly, the resolution expressed the hope that the
Heads of State or Government of the Communities would meet again
to imp'ement Community policy, the aims of which are laid down by
the Treaties.
575. Enlargement of the Community was also the main subject of the
debate at the Joint Meeting held on 27 and 28 September 1968 by the
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European Parliament and the Consultative Assembly of the Council of
Europe. Under the successive chairmanship  of Sir Geoffrey de Freitas
(United Kingdom, Labour), President  of the Consultative  ,A.ssembly of
the Council of Europe, and of M. Alain Poher (France,  Christian
Democrat),  President of the European Parliament, the members of the
two Assemblies studied the "political conditions for full development
and broadening of the Communities" and "problems and prospects I'or
scientific research and technical development as factors in the politir:al
unity of Europe". These topics were introduced by M. Droscher  (Ger-
many, Socialist) and Mr. Maxwell (United Kingdom,Labour).Express-
ing himself in a personal  capacity, M. Droscher elaborated  on the para-
doxical situation of the Community:  at a time when it had reached  a
peak in its material development it found itself plunged into political
crisis. The customs and agricultural union required that the Commu-
nity should have greater freedom to act; this would, however, mean
restricting  the field of independent action by Member States, whereas
the latter, because of the absence of a Community authority capable of
acting on their behalf in all spheres, were reluctant to abandon powe:rs
to other authorities and were endeavouring  to win back those they h:rd
already renounced. This dilemma was also illustrated  by the inability of
the Community  to adopt a common attitude with regard to the Unitr:d
Kingdom application for membership and by the prevailing uneasiness
over the political aims of the Treaties which established the Communi-
ties. M. Drcischer concluded by recommending the "creation of a polrLt-
ical common market". In his report, Mr. Maxwell expressed the
concern caused by the lack of large-scale planning for technology in
Europe and proposed that the multitude of organizations for scientilic
and technical co-operation should be controlled by a Council endowcd
with real powers.
576. The position and future prospects of Euratom were a matter of
deep concern for the Parliament Ln1.968.In  January,  after having recalled
the multifarious  aspects of the questions in abeyance, the Parliament
adopted a resolution reaffirming  that close relations must be maintaine,d
between Euratom and public and private enterprises. It also noted that,
through the association agreements, Euratom could become an indirs-
pensable  instrument for the much-needed co-operation between Europ,e
of the Six and other technologically  advanced  States. Lastly, the Pa:r-
liament regretted that the Council had been unable to make a more posi-
tive pronouncement  at its meeting of 8 December 1967, and consiil-
ered it indispensable  that Euratom should have independent financial
resources at its disposal. In another resolution, voted on 27 NovemberTHE EUROPEAN  PARLIAMENT  4I3
1968 and concerning the political, budgetary  and financial  aspects of
research and investments relating to Eufatom, the Parliament made
an urgent appeal to the European conscience of the Council, pleading
that ii should not sacrifice the great prospects for a European  research
policy ro national budget policy considerations. At its extraordinary
iession in Luxembourg on 13 December 1968, the Parliament  adopted
another resolution on Euratom problems. In view of the serious crisis
threatening the existence of Euratom and the lack of political determi-
nation, which has caused prejudicial  dissipation of the community's
research and developmentprogrammes,theEuropeanParliament reaffirm-
ed that any abandbnmenr of Community  policy in this field would,
in the process of European unification, be fantamount to a Ietreat
inconsis?ent  with the efforts simultaneously deployed to consolidate  and
widen the existing Communities.  Realizing that the work of Euratom
must be adapted to the scientific and technical aims, the Parliament
urged the Commission to make proposals to this end and noted with
satisfaction the Council decision of 10 December 1968 requesting the
'lTorking Group on Scientific and Technical Research  Policy (Mardchal
Group)1o t.r*.  its studies. It should be added that, in a debate  on
un or"l question put to the commission on 13 March 1968 and in a
resolutioir adopt.d on 1 October L968, the Parliament had expressed its
great anxiety concerning the interruption  of the activities of this
Group.
577. The exchange of views between Council, Parliament and comnis-
sion on 27 Novemb er 1968 was concerned with the prospects of the
Communities after l July 1.968.It gave rise to a discussion on the need
to render the institutional  machinery of the Communities  democratic'
to strengthen and widen the latter, to guarantee the future of Eur-
atom an-d to institute close co-operation  in the monetary  field. In his
address the President in office of the Council M. Medici, Italian Minister
of Foreign Affairs, made'a broad survey of the problems facing the
Communities. He recalled that the Council had always endeavoured  to
foster relations with the Parliament by interpreting the Treaties  as
widely as possible and would in the future make use as frequ,ently  as
it could of ihe facility of non-mandatory  consultation of the Parliament,
and continue to study this possibilityin each particular  case,outside the
fields on which conzultation  is expressly provided for by the Treaties'
578. In its concern over the political consequences  of the events which
took place in Czechoslovakia  in August 1968, the Parliament,  in a debate474 INSTITUTIONS  AND ORGANS OF THE COMMUNITIES
on 1 october 1968, unanimously condemned the occupation of that
country by foreign troops. The Parliament considered that rhis occupa-
tion was prejudicial to the self-determination of the czechosloverk
people and stressed that it also jeopardized  the attainment of wider
understanding among the European  nations.
579. on several occasions in 1968 the parliament examined the com-
munity's econornic, monetary and financial problems. At its March
session it heard the statement  by M. Barre, vice-president  of the com-
mission, on the economic situation in 1967 and the outlook for 195g. ln
the resolution adopted at the end of a detailed discussion,  the padiil-
ment recommended, in particular, that the Community institutions
should make harmonious use of short-term economic poliry instruments
and considered  that this would require that the Member'states apply
a more far-reaching employment policy. Monetary problems gau. .is,e
to two oral questions in 1968, one by M. Dichgans (Germany, -hristian
Democrat) at the october session, and the other in November  on be-
half of all the political groups. In his replies during the first debatr:,
M. Barre broadly surveyed  events in the monetary Ji.ld up to Ocro_
ber 1.968, the future of the international monetary system and mone,-
tary relations  within the community. At the end of November, M. Barre
presented a full report on the part played by the commissio' in
the events of that month, the iffeci oi the measures adopted or
announced on the implementation of the Treaties and or tt.  .oo,-
clusions the cornmission had drawn from these events. In the more
specialized field of measures taken in June 1968 ro protect the Frenclh
economy, the Parliament, having regard to the Commission,s reply fo
oral question No. 8/68, voted a resolution in which it recalled thai the
fundamental  principle of the community is the solidarity of the member
countries and their readiness  to help each other in timei of difficultv.
580. In 1968 there were numerous debates on the community's  exter-
nal relations.
- In July the Parliament  discussed the problem of the changeover:
to the transitional stage of the EEC-Turkey  Association and cairied  eL
resolution  favouring the development of this Association. with regarcl
to the association with the AASM, the parliamenr, in January 196g.,
held a broad debate culminating in a resolution on the"results of the:
4th meeting of the Parliamentary conference of the Association in
strasbourg from 4 to 7 Decernb er r9G7 . The parliament  made numerous
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the Community and requested that the renewal of the Yaoundd Conven-
tion be prepared without delay and the negotiations concluded so as to
ensure the continuity and deveiopment  of the existing telations.  In
July 1968 the Parliament also examined  the result of financial and tech-
nical co-operation in the EEC-AASM  Association and passed a resolu-
tion on the lines it wished the EDF aids and the contributions of the
European  Investment  Bank to follow. At its September/October  session'
the Parliament studied the Commission's memorandum to the Council
on the renewal of the Yaound6 Convention on the basis of a report
presented by lvI. Thorn (Luxembourg, Liberal)  and unanimously recom-
mended that the validity of the new convention  should be seven years.
Follorn'ing an oral question by M. Dehousse (Belgium, Socialist) at the
same session, the Parliament requested the Commission to approach  the
Member States with a request that they leave the ratification of the
EEC-Nigeria  Association  Agreement in abeyance until the situation in
Nigeria has become completely clear.
In March 1.968 the Parliament held a debate on commercial  rela-
tions between the Community  and the State-trading  countries and passed
a resolution on this matter based on a report by M. Hahn (Germany,
Christian Democrat). In January 1968 the Parliament drew the con-
clusions from the results of the Kennedy  Round.
At its sitting of t5 May 7968 the Parliament discussed the EEC's
commitments in iespect of food aid for the developing  countries in the
framework of the Kennedy Round. In January and in July it defined
its attitude towards the United Nations Conference on Trade and Devel-
opmenr (UNCTAD) in New Delhi. Having discussed problems connect-
ei with the preparation of this Conference at the first session, the
Parliament discusied and criticized  the resultq achieved on the basis of
the report by M. Pedini (Italy' Christian  Democrat).
Again in connection with external relations, the Parliament finally
dealt r,olith problems of the treaty on the non-proliferation  of nuclear
weapons. Following an oral quesrion by M. scelba (Italy, christian Dem-
o.r"i), the Parliament held an inreresting debate in March 1968 on
the political aspects of attitudes towards the non-proliferation  treaty and
its compatibility with the Euratom Treaty. In May the Parliament  drafted
a resolution for the attention in particular of the President  of the Gener-
al Assembly of the United Nations fequesting  that nucleal experiments
and the production of nuclear weapons be stopped and existing nu-
ear armouries progressively  reduced.416  TNSTTTUTIoNS  AND oRGANs oF THE coMMUNrrrES
581. At its session of october 1968 the Parliament held an imporranr
debate on the Community procedures for implementing derived Commu-
nity law. In his report, presenred on behalf of the Legal Commicee,
M. Jozeau-Marignd (France, Liberal) explained  how, with the gradual
extension of this derived community law, which comprises the regu-
Iations, directives and decisions  for implemenring the Triaties, there h-ad
been a corresponding increase in the number of tasks entrusted to the
commissjon by the council. The Parliamenr  examined the problems
of a legal, technical and political nature due ro this instirutional devel-
opment and noted in its final resolurion that this development would
more and more frequently  take the form of intervention 
-by 
bodies not
provided for by the Treaty and usually designated as "committees,,.  The
Parliament considered that, although a procedure of this kind can
enable the executive institutions to decide in full awareness of the
relevant facts, it should be instituted  only with the maximum politic:rl
circumspection  in order not to vitiate the community's institutionirl
system. 'l7henever, 
because of disagreement  between  the commission
and a committee, rhe council decides ro take the decision itself. .it
must first consult the Parliament before so doing.
582. At its session of 15 May, the Parliament  discussed the problems
involved in drafting the treaty for the merger of the communities. l\
treaty of this kind would replace the Treaties of Paris and Rome, which
at present govern rhe affairs of the ECsc, the EEC and Euratom. Th,:
Padiament hoped that the merger process would be a further advanc,:
in the development of the life of the community and a new srep ro-
wards the political objectives laid down in the Treaties. In Januar-y  thr:
Parliament also considered the question of a European uniriersity. As zr
result of an oral question from M. Dehousse (Bilgium, socialist) re-
questing the commission  to advise the parliam.nt o1 the present  situa-
tion with regard to the founding of such a university 
"nd 
to define itsi
position, M. Hellwig,  vice-President of the commission, recapitulated
the work carried out prior to the meeting of the Heads of s-tate and
Government in Bonn in 1-967. Subsequently,  and particularly  after the
1955 crisis, the negotiations were suspended. The 
-commission 
has not
ceased to strive for the implementation  of the university project, but it
is faced with the problem of the advisability and adequat-e preparatio'
of a fresh step in this direction.
583. By a resolution adopted in March '!.968, the parliament amended
the procedure  for the examination  of the General Report on the Activi-
ties of the Communities. In particular, the new pro&drrr. implies thatTHE COUNCIL  417
the conclusions of the opinions rendered by each Parliamentary  Com-
mittee shall be included in the consolidated document drawn up by the
Parliament. The Parliament then appointed M. Liicker (Germany,
Chtistian  Democrat)  general rapporteur for the study of the Com-
munities'activities in !967, as described in the First General
Report presented by the Commission on 22 February  1968 for the three
former Executives,  and in its own name for the part of 1'967 subsequent
to the merger. The Parliament  discussed this Report at its July 1958
session and observed in its final resolution that, although substantial
progress was made in 1967, the problem of enlarging the Communities
had impeded their advance  and might well jeopardize it even more in
the future. The Parliament called for the achievement of economic
union within the next few years and again advocated  the formation  of
a Community open to all democratic European countries and set forth
the aims which the Community must pursue in internal matters and
in those concerning its relations with the associated  countries and
with non-member countries.
2. The Council
Cbairmen and sessions
584. The Council of the European Communities  met 37 times during
1,968 (21,st to 57th sessions) and held one extraordinary  meetingin Kinsh-
asa on 23 July 1958. In accordance  with the decision taken by the
representatives  of the Governments of the Member States under Arti-
cle 37 of the Merger Treaty, the April, June and October  sessions were
in Luxembourg. The chairmanship  was held in turn by French and
Italian members.
585. The Council  met three times with M' Maurice Couve de Murville,
the French Minister of Foreign Affairs, in the chair:
24th session  (29 February);
25th session (9 March); and
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The Council met five times under the chairmanship of M. Giuseppre
Medici, the Italian Minister of Foreign Affairs, and once under th,e
chairmanship of his alrernates:
42nd session (20 June);
4.5th session (30 July);
47th session (27 September);
51st session  (4 and 5 November);
54th session (9 and 10 December).
At the 36th session on 30 May 1968, the chair was taken first
!y M. Giuseppe Lupis, Deputy Srate Secretary for Foreign Affairs, and
then by M. Athes Valsecchi, Deputy State Secretary for Finance, of thr:
Italian Republic.
N1 . Edgar Faure, the French Minister of Agriculture, presided  over
ten sessiorls:
21st session (22 and23 January);
22nd session (19 and 20 February);
23rd session (25 and 27 February);
27th session (11 and 12 March);
29th session (25 to 27 March);
3Lst session (8 and 9 April);
34th session (29 and 30 April, and 1 May);
35th session (27 to 29 May);
37th session (17 and 18 June);
38th session (27 and 28 June).
M. Giacomo Sedati, the Italian Minister of Agriculture, presided
on seven occasions:
40th session (15 July);
43rd session (22 and23 July);
46th session (23 and 24 September);
48th session (14 and 15 October)  ;
50th session (29 and 30 October);
52nd session (25 and 26 November);
55th session (9 December).
Five sessions were devoted to economic and financial affairs, three
of them conducted by M. Michel Debrd, French Minister of Economic
Affairs and Finance:
25th session (4 and 5 March);
28th session (25 March);
32nd session (9 April).THE COI.TNCIL 41,9
The 49th session, on 29 October 1968, was presided over by M.
Natale Santero, Deputy State Secretary at the Italian Ministry of the
Treasury.
The 56th session, on 12 December, was chaired by M. Antoine
Wehenkel, Luxembourg's Minister of Economic Affairs, in the absence
of M. Emilio Colombo,  Italian Minister of the Treasury.
Three Council sessions were presided over by Ministers  of Industry
and Commerce:  the 39th (5 July) and 53rd (28 November) sessions
were conducted by M. Giulio Andreotti, Italian Minister of Industry
and Commerce,  and the 57th session on 20 December  1.968 by N'{. Vito
Lattanzio,Italian Deputy State Secretary for Industry.
M. Jean Chamant, French Minister of Transport, took thc chair
at the 33rd session on 29 and 30 April, and M. Oscar Luigi Scalfaro,
Italian Minister of Transport, af the 41st session on 18 July.
M. Giacinto Bosco, Italian Minister of Labour and Social Securi-
ty, presided over the 44th session,  devoted to social affahs, on 29
J,rly.
Lastly, the council met in extraordinary session at Kinshasa on 23
July 1968, when M. Franco Maria Malfatti, Deputy State Secretary for
Foreign Affairs of the Italian Republic, took the chair.
Actiuities
586. Expressed in figures, the Council's  activities during the period
l January to 31 December  1968 can be summarized  as follot's:
(i) 221 regulations were adopted; 30 of these deal rvith free movement
of goods, 155 with the common agricultural policy, 3 with trans-
port, 3 with social policy, L with Greece,  8 with Turkey, 3 with the
AASM and OCT,8 with commercial  policy and 10 u'ith administra-
tive affairs;
(ii) 50 decisions were approved; 19 of these deal with the free move-
ment of goods, 1 with State aids, 5 rvith Eurarom, 1 with energy
policy, 1 with the application of Articles 48 and 49 of the EEC
Treaty to French  overseas departments,  2 with the European Social
Fund, 3 with Turkey,  9 with commercial  policy,4 rvith the European
Development  Fund, 1 with the OCT (products originating  in), l with420  rNSTrrLirtoNs  AND ORGANS oF THE CoMMUNITTES
the establishment  of a veterinary committee and 3 with budgetar:y
matters;
(iii) 21 directives were adopted; one deals with the free movement
of goods, another with mutual assistance for France, and a third
with taxation policy; 10 deal with freedom of establishmenr and
freedom to supply services, 3 with rhe approximation of legisla.-
tion, 2 with the common agricultural  policy, L with energy policy',
1 rvith transport policy, and 1 with social policy.
582. At the sessions  when Ministers  of Foreign Affairs were in the chair
the Council had an exchange of views on various existing proposals or
proposals made during the year, notably by the German Governmenr,
for trade arrangements  and technical co-operation,  in connection with
the applications for membership from the Governments of the Unitecl
Kingdom, Ireland, Denmark and Norway, and the letter from the
Swedish  Government. At its 54th session at the end of the year, the:
Council decided to continue its examination of the possible trade)
arrangements  and adopted a resolution on the implementation of co-
operation measures in the sphere of scientific and technical research. '\(ays of strengthening  the European  Economic Community were exam-
ined by the Council at its 51st and 54th sessions on the basis of a
memorandum submitted by the French Government. At this session the
Council confirmed  its political readiness to conrinue its action with a
view to the internal developrnent  of the Communities.
5B8. In the external relations field, the 36th session in May 19G8 gave
its agreement to the results obtained by the Commission in negotiations
with the countries of East Africa for an Association Agreement. At its
extraordinary session on 23 July 1968, the Council reached agreement
on the position that the Community  would rake ar the 5th session of the
EEC-AASM Association Council. Similarly, at irs 54th session,  the
Council agreed on rhe line to be taken by the Community  at the minister-
ial meeting oI the Contracting  Parties ro the Yaoundd Convenrion on
19 December,  dealing with the problems of renewing this Convention. 'With regard to Tunisia and Morocco, the Council, at its 45th session,
adopted terms of reference to enable the Commission to resume nego-
tiations rvith a view to a partial agreemenr leading to the association
of these countries  with the EEC; these were supplemented  in the case of
Morocco at the council's 47th session. still in rhe exrernal relations
field, the 45th session invited the Commission  ro begin explo ratoryTHE COUNCIL Aal
talks with Malta, authorized the opening of negotiations for a commer-
cial agreement with Yugoslavia  and agreed transitional  arrangements
for imports of Algerian wine into the Community. At its 51st session,
the Council prolonged for a year the trade agreement berween the EEC
and lran. On the question of food aid, the 47rh session recorded its
agreement  in principle on the allocation  of {ood aid commitments under-
taken by the EEC and the Member States. A number of implementing
procedures in connection with these commitments were approved at the
54th session. Lastly, at the 51st Council  session, it was unanimously
agreed that the European Communities should parricipare in the Japan
World Exposition  in Osaka in 1.970.
In the field of commercial policy, the Council at its 24th session
adopted a number of decisions concerning the opening, apportionment
and management  of Community  tariff quotas for 1968.At its 30th session
it adopted a regulation on defence against dumping practices on the
part of non-member countries. In connecfion with the steps taken by
the United States Government  as part of its balan ce-of-paymenrs pro-
gramme) the Council, in its concern to keep infernational trade moving
towards a progressive removal of tariff obstacles, discussed at its
28th session the possibility of effective,  unilateral speeding-up in favour
of the United States of the results of the Kennedy  Round negotiations,
subject to certain conditions. At its 32nd session, held one month later,
the Council, bearing in mind the efforts of the United Stares Govern-
ment to restore its balance of payments,  declared that the Community
wes prepared to apply these tariff reductions  as from 1 January 1969.
In December  1968 (54th session), the Council  adopted  three regulations
which form part of the programme  for the gradual harmonization of
Member States' commercial policies to facilitate the introduction  of a
common policy.
589. At its 25th session early in the year the Council, in accordance
with established tradition,  discussed the economic  situation in the Com-
munity and adopted  a recommendation addressed to the Member States
on the guidelines for short-term economic  policies in lg6S.Followingthe
events oI May and June in France, the Council held a consultation  at its
39th session on the measures envisaged by the French Government in
the steel sector and associated itself in general with the efforts of
that Government to overcome difficulties in the sector. During its 42nd
and 45th sessions some weeks later, the Council adopted a directive
granting mutual assistance to France and discussed the steps taken
by the French Government to restore equilibrium to the economy.422 INSTITUTIONS  AND ORGANS OF THE COMMUNITIES
Following on the monetary crisis of late November, the Council,,
at its 56th session at the end of the year, had an exchange of views;
on the economic  situation in the Community and the outlook f.or 1.969:;
it recognized the need for greater convergence of economic policies  inL
the Community  and the necessity of examining the possibilities of greater
co-operation between the Six in monetary matters.
590. The problems of the common market in agriculture  were on the
agenda of many sessions.  In February (22nd and 23rd sessions) the Coun-
cil adopted the regulation establishing a common organization of the
market in live plants, cut flowers and the like. At its 23rd session it
noted its agreement to measures to implement a Community veterinary
policy enabling animals and animal products to circulate within the
Community. Discussion of the possibility of establishing  a Standing Veter-
inary Committee continued until the Council's 48th session, when a
decision on the composition and rules of procedure o{ this committee
was adopted,  agreement in principle having been reached at the 43rd
session. On several occasions the Council discussed in great detail all
the problems posed by the milk and milk products and beef and veal
sectors. At its 35th session it agreed several resolutions  concerning  prob-
lems arising connection with the introduction, as from July 1,968,
of a single market for these products and certain measures  which
might help to place the milk products market on a sounder footing.
Subsequently, at its 43rd session,  the Council adopted a further reso-
lution on the marketing of milk and milk products surpluses. With regard
to the regulation on assistance from the Guidance Section of the EAGGF
for 1,969, the Commission's  proposal u'as discussed at the Council's
52nd session, and the entire regulation was approved  at the 55th session.
Early in December 1968 the 54th session heard a detailed  address by
M. Mansholt, Vice-President of the Commission, on the reform of agri-
culture in the Communitv.
591. In the field of the harmonization  of customs legislation. the Coun-
cil agreed in principle on regulations concerning the concept of the ori-
gin and the customs valuation of goods (36th session) and another defin-
ing customs territories  (45th session) ; it adopted these at its 38th and
47th sessions respectively. At its 54th session the Council  discussed  five
proposed  directives  and regulations dealing with customs warehousing,
deferredpayment  of customs  duties, inward processing traffic, free zones
and Community  transit.THE COUNCIL  423
In the field of freedom of establishment and freedom to supply
services, the Council in March 1968 (26th session) approved an initial
directive on the co-ordination, with a view to making them equivalent,
of the guaranteees  required of firms or companies in the Member States
to protect the interests  of members and outsiders. A month later (30th
session), the Council approved a directive on access for Community
farmers who are nationals of one Member  State and established in
another Member State to various forms of credit, and in December
(57th session) it approved a directive on access for these same farmers
to various forms of aid. In July (45th session), the Council adopted
seyen direcrives,  six of them dealing with self-employed  activities in the
retail trades, the food and beverage industries,  and personal services,
the seventh with film distribution.
592. In the transport field the Council, following a preliminary exami-
nation at its 33rd session, agreed at its 41st session on regulations on
the application  of the rules of competition  to transport, the harmoniza-
tion of certain social provisions in road transport,  the introduction of a
bracket-rate system fior road haulage between the Member  States and a
Community  quota for goods transport  by road. It also approved  a direc-
tive on the duty-free admission  of fuel in the tanks of motor vehicles.
As regards problems  associated with the Community's  social policy,
the Council, at its 24th session,  adopted a number of conclusions con-
cerning the subjects discussed  on 21 December  1967.(r) At its 44th
session it agreed a regulation  and a directive on free movement of work-
ers within the Community  in the final period; it also discussed the
employment situation  and found that all members were in favour of the
principle of a tripartite conference on employment problems.
As regards ECSC matters, the Council gave confirmatory Opin-
ions with a view to the grant of financial aid by the Commission
for technical research (35th and 47th sessions)  as well as reconversion
loans (37th,48th  and 53rd sessions).  The Council held a consultation
on the financial measures taken by the Member States in supporr of the
coal industry in 1969 (51st session)  and endorsed the extension for one
year of marketing aids for coking coal and coke for the steel industry and
the further prolongation  of the decision forbidding  the alignment of prices
with offers of steel and castings from Stare-trading countries or terri-
tories (57th session).
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In Euratom's sphere of activity the Council, at its 45th session,
approved the extension of the Dragon Agreement from 1 August 1958
to 3L March 1970. At its5Tth session it adopted a resolution onEurat-
om's future which makes provision for a research  and training pro-
gramme f.or 1969, the establishment of multiannual  programmes'  the
examination of criteria for a co-ordinated  industrial policy in the nuclear
field and the promotion of possible further activities for the Joint
Research  Centre.
593. Acting in its capacity  as the Communities' budgetary authority,
the Council approved the draft operating budget of the three Commu-
nities for L968 and finally adopted Euratom's research and investment
budget for the same financial year at its 24th session; a supplementary
budget was adopted at its 48th session. At its 28th session the Council
definitively  adopted the operating budgets of the three Communities
for 1958. At its 49th session it dealt with the revision of salaries of
officials of the Communities. Lastly, it approved the 7969 draft budget
of the Communities ar its 51st session  and adopted this budget defini-
tively at its 54th session.
594. ln 1958 the representatives  of the Member States meeting in the
Council took the following  decisions, among others:
(a) The signing on 29 February and 27 September  1.968 respectively
of the Convention on the mutual recognition of companies and
bodies corporate and the Convention on jurisdiction  and the enforce-
ment of civil and commercial judgments;
(b) The decision dealing with certain measures to be applied to State-
trading countries or territories  in the matter of iron and steel pro-
ducts covered by the ECSC Treaty (54th session);
(c) The decision on certain tariff measures for the first half. of 1969
for imports of several iron and steel products from non-member
countries (53rd session)  ;
(d) The decision on the accelerated alignment  on the cornmon tariff
duties applicable to certain products  (38th session);
(e) The approval of proposals authorizing Germany to import specified
qualities of wire rod within certain limits (29th and 53rd sessions).THE COURT  OF JUSTICE  OF THE EUROPEAN COMMUNITIES  425
3. The Court of Justice of the European Communities
The Judges
595. In accordance with arrangements  made, the Court decided on the
formation of the Chambers for the 1968/69 judicial year at its meeting
on 2 October  7968. The composition  of the Court is as follows:
President of the Court:  M. R. Lecourr
First Chamber:
Judges:
Advocate-General:
Second  Chamber:
Judges:
Advocate-General:
Registrar:
M. J. Mertens de'Wilmars (presiding)
M. A. M. Donner, M. R. Monaco
M. K. Roemer
M. A. Trabucchi (presiding)
M. \f. Strau8, M. P. Pescatore
M. J. Gand
M. A. Van Houtte
Tentb anniuersary ol the Court
596. On 23 October  1958 the tenth anniversary of the Courr of Justice
was marked by a formal meeting attended by a large number of repre-
sentatives  of the Community  institutions,  the governments  and the senior
courts and administrative  tribunals of the Member  States.
The President of the Court of Justice, M. R. Lecourf, gave an
address dealing with the nature and range of Community law, the
machinery  that ensures that it is interpreted uniformly, and the relations
between Community and domestic law.(t) After paying tribute to his
predecessors,  M. Lecourt  closed by saying:
"Moreover,  fCommunity] law, through its effects, is weaving into
the daily lives of 185 million citizens of the Member States a fabric
of common bonds, common practices, and common patterns  of
behaviour.  And if it is true that the progress of human societies
can be measured by the progress of law concerning  individuals,  the
judicial experience of this decade will have convinced  us that such
(1) For long extracts from this address see Bulletin 12-58, Ch. III.426  INSTITUTIoNS AND ORGANS OF THE COMMUNITIES
has been the role of Community law, which does not merely take
the form of rules limited to the relations  between the public
authorities, but is genuine law, upheld in the courts, a law to which
the citizen himself may have access."
M. Roemer, Advocate-General, referred to the important contri-
bution made by case law in the different countries to the development
of Community law.(') The various  aspects of the judicial co-operation
achieved betrveen domestic judges and the Court of Justice were also
dealt rvith.
The President of the International  Association of Lawyers and
M. Gaudet, Director-General  of the Legal Service,  also spoke at the
ceremony.(2)
4. The organs of the Communities
THE ECSC CONSULTATIVE  COMMITTEE
Chairmen, sessions
597. During 1958 the ECSC Consultative  Committee met five times in
Luxembourg and held an extraordinary  session  at Strasbourg. It rendered
ten Opinions to the Commission.
Vith M. Taccone (Italy, steel users) taking the chair as senior
mernber, the Committee  elected as its Chairman at its L18th session
(25 January  1958) M. Jacques Ferry (France, steel producers). It also
elected its officers and appointed the members of its standing com-
mittees. M. Ferry presided over all the sessions of the Committee:
119th session (26 March 1968), 120th session (14 June 7968), 121'st
<'l s"lhr;2a9, ch. tII.
(') The activities of the Court (cases pending and rulings handed down) are reported
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session (1 July 1968, at Strasbourg), 122nd session (17 September 1,968)
and 123rd session (13 December  1958).
At the opening of the 119th session the Chairman of the Com-
mittee paid tribute to the late Raymond Latin, former Vice-Chairman
of the Committee, and to the late '$Terner Klaer, a senior official of
the High Authority and the Commission, both of whom died early in
1968.
Actiuities
598. Each quarter, statements were made to the Consultative Com-
mittee on the subjects of the Community's activities and the develop-
menr of the economic situation by M. Levi Sandri and M. Barre, Vice-
Presidents of the Commission, and M. Colonna di Paliano and M. Ha-
ferkamp; members of the Commission.  Also each quarter, the Com-
mission submitted to the Committee forward programmes on the pro-
duction, consumption, export and import of coal and steel. Further-
more, as in all previous years and in accordance  with an established
tradition, the Commission  reported on the general state of the coal
market during the year.
At the session of 1 July 1958, which coincided with the date of
the entry into force of the customs union, the Chairman  of the Corn-
mittee stressed the importance of this event. In a speech, M. Jean Rey,
President of the Commission,  paid tribute to the work of the Com-
mittee, "the oldest advisory institution of the European Communities".
At Strasbourg,  the Committee rendered its Opinion, under Ar-
ticle 67 of the Treaty of Paris, on appropriate  Commission measures in
the ECSC iron and steel sector in connection with the steps envisaged
by the French Government as a result of the events of May. Emphasiz-
ing the pressing need for a common energy policy, the Committee,  at
its 122nd session, rendered an Opinion endorsing the extension of
Decision No. 1/67 on aid to metallurgical  coking coal and coke. Under
Article 9aft) of the Treaty it rendered at its 123rd session an Opinion
on the advisability of another extension of Decision No. 1/64
aligning quotations for pig-iron and steel products from state-trading
countries. At its 120th session, the Committee approved a medium-term
coal research programme. Lastly, a special subcommittee, set up
under the Consultative  Committee,  submitted to the 121st session
a draft report on the merger of the European  treaties.428 rNsrrrurtoNs AND ORGANS oF THE CoMMUNITIES
THE ECONOMIC AND SOCIAL COMMITTEE
Cbairmen, sessions
599. ln \968 the Economic  and Social Committee held eight plenary
sessions and rendered  40 Opinions (67th to 74th sessions). At its 70th
session the Committee  held an extraordinary meeting to celebrate its
10th anniversary.
M. Major (Belgium, workers' group) presided at the following
sessions: 67th on 24 and 25 January 1.968, 68th on 27 and 28 March
7958, 69th on 24 May 1958 and 70th on 28 and 29 May 1968.
At its 71st session (25 to 27 June 1958) the Committee unani-
mously elected the following officers of its Steering Committee for
1968-70 as Chairman, M. Berns (Luxembourg, general interest group),
and as Vice-Chairmen,  M. Brenner (Germany,  workers' group) and
M. Prdcigout (France, employers'  group).
In addition to the TLst session, M. Berns presided at the 72nd
(25 and 26 September 1.968),7kd  (30 October L968) andT4th (27 and
28 Novemb  er 1968) sessions. With regard to the Committee's functions,
it amended at itsT3rd session the responsibilities of its nuclear sections.
One of these sections will now deal with energy policy and the
other with all nuclear questions. The Committee formally constituted
these two sections at itsT4th session.(1)
Actiuities
600. At the various plenary sessions the Committee  heard statements
by its Chairmen and the President of the Commission.  At the 71st
session M. Major, the retiring Chairman, summarized  the results achiev-
ed during the past year, during which he had endeavoured to make the
Committee a forum in which representatives  of the employers' organi-
zations and of the workers could exchange views. The permanent
arrangements for discussion with the Commission were of great value
and he hoped that the existing ties would become closer. In his opening
speech at the 72nd session, M. Berns, the new Chairman,  outlined the
Committee's  working programme and added that, in his view, the Com-
(1) The composition  of the Committee  and its organs is given in Ollicial gazette No. C 2,
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mittee must be given work more directly and concretely involving it
in the major policy choices to be made by the Community.  At the same
session, M. Rey, President of the Commission, explained the Com-
mission's standpoint on the general study of the overall Community
situation which the Commission  wishes to undertake jointly with the
Committee.  "As the Community completed an important stage in its
development on L Joly", said the President of the Commission, "it is
necessary to consider che general situation at the opening of the next
stage of the economic union". M. Rey assured the Committee that he
would give all possible assistance in the preparation of the consultation,
which the Committee intends to hold at its plenary session in February
1969. At the 74th session, M. Berns reviewed  the Community and inter-
national monetary problems in the light of the events which had
occurred at the end of November 1968. lt was vital that the countries
should show solidarity, given the interdependence  of their economies:
a policy of national isolation was fraught with danger. The events of
November had shown that "the European partners must have the
courage to abandon  certain prerogatives pertaining  to national sover-
eignty in order to establish a common monetary policy, without which
no true economic  integration can be achieved".
601. The Opinions which the Committee rendered at the request of
the Council and the Commission concerned various fields of EEC
activity. The Committee rendered  its annual Opinion on the economic
trend of the Community  at its 68th session and its Opinion on the
Second Medium-term Economic Policy Programme at its 72nd session.
Harmonization of customs regulations was dealt with in a number of
studies by the Committee,  which rendered Opinions on draft Council
regulations  and directives at its 58th session (valuation of goods for
customs purposes,  bonded warehouses,  customs  examination  and tem-
porary storage, deferred payment of duties, taxes and levies) and at its
71st session (inward processing  traffic, transit traffic within the Com-
munity, free zones and customs territory). In the field of the approxi-
mation of national legislation, the Committee rendered Opinions on
publicity for branded pharmaceuticals  (57th and 70th sessions), the
general programme for the elimination of technical  obstacles to trade
(71st session),  cut glass and electrical equipment  (7kd session) and on
the measurement of the natural weight of cereals per hectolitre  and the
measurernent of ships' tanks (74th session).  '!7ith regard to freedom of
establishment  and freedom to supply services,the Committee rendered
an Opinion on self-employed activities of architects (67th session)  and
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session). Concerning agriculture, the Committee rendered Opinions on
certain provisions for the common  organization  of the market in vine
products (58th session), Community  programmes  for the Guidance
Section of the EAGGF (69th session), health control and intra-Com-
munity trade in fresh meats (70th and 71st sessions),  the common organ-
ization of markets in processed fruit and vegetable products and
certain agricultural  products listed in Annex II to the Treaty (70th
session), the treatment of saccharose  intended for human consumption
(T2ndsession), the marketing  of seeds and seedlings (73rd session) and
three Opinions relating to tobacco (joint market organization, government
monopolies and domestic taxes) (74th session). In connection with
transport policy, the Committee rendered Opinions on certain  ques-
tions relating to access to the occupation of road haulier, the control
of capacity in domestic road haulage, action by Member States with
regard to obligations inherent in the concept of public service (68th
session)  access to the inland waterways goods transport market (71st
session), and the standardization of railway accounts  (72nd session). As
regards the social sector, the Commitfee heard, at its 59th session, an
address by M. Levi Sandri, Vice-President of the Commission, and
rendered an Opinion on the development of the social situation in the
Community  during 1966.The Opinion on the same subject, but relating
to 1.967, was rendered at the 74th session. Finally, at the same session,
the Committee rendered an Opinion on the application of social secu-
rity systems  to workers and their families moving from country to coun-
try within the Community.
THE EURATOM SCIENTIFIC AND TECHNICAL COMMITTEE
602. On 5 March 1968 the Euratom Scientific and Technical Com-
mittee met for the last time in the form specified for it by the Council
in a decision of L April 1963 to cover the five years from 1 April 1963
to 3L March 1958. The Committee discussed the general principles of a
document from the Commission entitled "Future activities of Euratom".
The Committee established the general criteria which it believed should
govern Community  activity in the scientific and technical field and
affirmed its conviction that the Community should implement  a com-
prehensive programme on fast reactors.
603. ln accordance with Article 1,34 of the Treaty, the Council, at its
meeting of 31 May 1968, reconstituted the Committee for a period of
five years beginning on 1 April 7968. ln pursuance of this Council
decision the following  are to serve on the Committee:THE ORGANS OF THE COMT{UNITIES 431.
M. Pierre Ailleret, directeur gdndral honoraire et conseiller scien-
tifique, Electricitd de France ;(1)
Professor Arnaldo Angelini, direttore generale, Enel;(1)
M. Jean Bertin, prdsident-directeur, Bertin 6c Cie;
Professor Pietro Caldirola, direttore scientifico, Camen;
M, Giulio Cesoni, direttore, sezione  energia nucleare, Fiat;(1)
Professor Willy Dekeyser, Hoogleraar aan de Faculteit voor
Wetenschappen,  Rijksuniversiteit,  Ghent;(1)
M. Marcel De Merre, directeur, Socidtd gdndrale de Belgique;(1)
M. Rend Dondelinger,  directeur gdndral adjoint, Acidries rdunies
de Burbach-Eich-Dudelange (Arbed) ;
M. Dante Finzi, vicepresidente,  Sorin;
M. Rolf Harde, Geschdftsfiihrer, Interatom (Internationale  Atom-
reaktorbau  GmbH);
M. Pierre de la Lande de Calan, prdsident, Babcock/Atlantique;
Professor Desiderius G. H. Latzko, Laboratorium  voor Energie-
voorziening, Leerstoel  Constructie Kernreaktoren;(1)
Professor Heinrich Mandel, Vorstandsmitglied  der Rheinisch-
'Westfilischen Elektrizititswerk AG ;(t)
M. Francis Perrin, haut commissaire  ) I'dnergie  atomique;(1)
Professor Carlo Salvetti, vicepresidenfe,  CNEN;
M.'Walter Schnurr, Technischer Geschdftsfiihrer, Gesellschaft fiir
Kernforschung mbH;(1)
Professor \Talter Stich, Leiter, Institut fiir Hlmatologie der Ge-
sellschaft fiir Strahlenforschung mbH ;
M. Maurice Tubiana, chef, ddpartement des radiations ) I'Institut
Gustave-Roussy;
M. van Reenen, directeur, Rotterdamse  Droogdok Mij NV;(l)
Professor Josef 
'S7engler, former Vorstandsmitglied, Farbwerke
Hoechst AG.(t)
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604. The Committee  met on L8 and 19 September  at the request of
the Commission in order to examine the proposals for a programme
which the latter was drawing up. At its meeting on 17 October the
Scientific and Technical Committee rendered its Opinion, in accordance:
with Article 7 of the EAEC Treafy, concerning the Commission's pro-
posal to the Council for the drafting of a multiannual  research and
training programme.
'!(hen the Committee  met in September it decided to renew for
one year the mandates of Professors Latzko and Mandel as its Pre-
sident and Vice-President.  It also appointed for a period of five years
the experts of the "basic standards" (Treaty Article 31) and "disposal
of radioactive waste" (Treaty Article 37) groups. The Euratom Treaty
confers on these two groups special responsibilities  with regard to the
protection  of workers and the public from ionizing radiations.
603. In accordance with the wishes of the Scientific and Technical
Committee and in view of the advantages of closer co-operarion
for itself, the Commission decided to associare  the Commirtee as fully
as possible with its work, in particular by increasing the number of
its meetings and by encouraging the Committee ro set up irs own
specialized working parties.
Lastly, in order to facilitate its work, the Committee  adopted its
own rules of procedure.
OTHER COMMUNITY ORGANS(I)
Tbe Consultatiue Committee on Nuclear Research
606. There was no meeting of the Consultative Commimee on Nuclear
Research  (CCNR) in 1958. However, a special CCNR study group,
set up by Council decision on 8 December 1967, was instructed to
examine questions relating to the long-term supply of enriched uranium.
This ad hoc group held six working meetings  berween May and No-
(1) The activities  of the Monetary  Committee, the Short-term  Economic Policy Com-
mittee, the Medium-rem Economic  Policy Committee and the Budget  Policy
Committee  are discussed in Ch. lI suora.vember under the chairmanship  of M' F. Spaak, Director-General  for
Energy. In compliance with Council instrucions, it drafted and sub-
mittJ to the CCNR a report on the conditions  under which the
Community  may obtain nuclear fuels from external sources. At the
end of 1968 it also prepared a draft report on Europe's enriched
uranium requirements,  available sources of supply and the case for
setting up a European enrichment capacity, having regard to the basic
economic characteristics  of this type of plant.
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5. The Commission
INTERNAL  ADMINISTRATION  OF THE COMMISSION
Reor ganization of deP artments
607. lnt968 theCommission completed the reorganization and rational-
ization of its departments, which it had begun on the entry into force
on 1 July 1967 of the Treaty merging  the Executives  and Councils'
Under the 1968 budget adopted by the Council the number of
authorized posts had to be reduced from the 1967 figure of 5,149 to
4,898 for 1968. Pursuant to Regulation No. 259168, introducing special
remporary  measures, 254 officials  ceased to be employed  by the Com-
mission.
The Commission  made these reductions  in the number of posts over
a period of time and co-ordinated  transfers from Brussels to Luxem-
bourg and vice versa.
The number of officials affected by changes in the location of
administrative  departments  was 488. 'sfhere the exigences of the service
permitted,  the wishes of members of the staff were taken into account
when transfers were made.
608. The Commission also decided on the allocation  of responsibilities
among the departments of its unified administration, which are now
organized  as follows I434 lNsrtrurtoNs  AND oRGANs oF THE coMMUNlrrEs
Secretariat of the Commission
Legal Service
Spokesman's Group
Statistical Office (located in Luxembourg)
DG I  Exrernal Relations
DG II  Economic and Financial Affairs
DG III  Industry
DG IV  Competition
DG V  Social Affairs (located pafily in Luxembourg)
DG VI  Agriculture
DG VII  Transport
DG VIII Development  Aid
DG IX  Personnel and Adminisrrarion (located in Brussels and
Luxembourg)
DG X  Information
DG XI  External Trade
DG XII  General Research  and Technology
DG XIII  Dissemination of Information  (located in Luxernbourg)
DG XIV Internal Market and Approxirnarion o{ Legislation
DG XV  Joint Research  Cenrre
DG XVI Regional  Policy
DG XVII Energy
DG XVIII Credir and Investments  (located in Luxembourg)
DG XIX Budgets
DG XX  Financial Control
Supply Agency
Safeguards  and Controls (located in Luxembourg)
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Several Directorates-General have had their work increased con-
siderably and have been provided with extra staff. Other Directorates-
General have been reorganized  in accordance with their new duties.
609. The Commission has combined the departmental  responsibilities
for drawing up budgets within a single Directorate-General.  This
Directorate-General  is responsible  for the preparation and presentation
not only of the Commission's operating budget, but also of ,Euratom's
research  and investment budget and the ECSC's research  and readapta-
tion budget; it therefore helps to determine the size of budget items
in relation to each other and to the budget  as a whole.
The Commission  has given special responsibilities to the Direc-
torate-General  for Financial Control. In accordance with the provisions
of the financial regulation, this department supervises all measures
liable to involve expenditure to ensure that they are in order and meet
the requirem.nts of good financial management.  It deals in particular
with budget appropriations, availability  of funds and the conformity
of ."pr.,Jitur. *itl  the relevant rules; it has oversight-not  only 9f
,*p.rriitnr. on staff and operations but also of expenditure  by the
EAGGF and Social Fund and of EDF commitments'
Euratom's Security  Office, which was set up to implement Council
Regulation No. 3 on Euratom secret information, has now been organ-
ized as a department coming directly under the President of the Com-
mission and is responsible for security throughout the Commission's
departments.
The Commission completed all these measures of reorganization
by the deadline set in rhe Final Act of the Merger Treaty of 8 April
1965.
Establishment
610. Under the 1968 budget the commission  disposes of a total of
4,883 permanent posts at the A, B, C, D and L/A levels (plus 15 tem-
porary posts), broken down as follows:
Category A: L,363 (plus 15 temporary Posts)
Category B:  9t1
Categories C + D:2'142
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.  A further 55 posrs (20 in Category A and 35 in Category B) were
placed temporarily at rhe commission's disposal in ordei to facilitate
its task of abolishing  posrs without dismisJing staff and to enable it
to regularize the siruarion of auxiliary employees who had been in the
Commission's  service for several  vears.
Statute of Seruice
611. on 29 February  7968 the council adopted, on the commission's
proposal and in pursuance  of Article 24 of. the Merger Treaty, a regu-
lation embodying the statute of service (staff reguli'dons)  of the olfi-
cials of the European communities, with art"ttg.*.nts for other com-
munity servants,  and also providing for special measures temporarily
applicable  to commission  officials.  The new statute of service is based
on the EEC and EAEC srarures, the provisions of which have been
extended to all three communities, subject to a number of changes.
on the same dare the council also adopted, on the commission's
proposal, a regulation establishing the condirions and procedure  for
leyrjnq the 
_tax. payable to the European  Communities  in pursuance
of Article 13 of the Protocol on the privileges and Immunities of the
European communities. This regulation too extends to all three com-
munities the rules hitherto applied in the EEC and EAEC.
Recruitment and careers
612. ln the matter of staff policy, the commission  has the task of
gradually aligning the practices obtaining in the former three institu-
tions. _The magnitude of this task is such that a transition period of
several monrhs will probably be needed; this time will have tl be used
to work out the details of co-operation with the representatives of the
staff with a view to establishing, if possible by joint agreement,  how
the job of aljgnment is to be carried out. Experienc. h"a, shown that
co-operation on these lines is desirable if, for example, it can help to
smooth the course of officials' careers.
Over 250 young graduates  have been taken on for three- to six_
month training periods on the commission's  staff ; this gives them the
opportunity of gaining an overall picture of the commiision,s  various
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Stalf training
613. Before the merger the former Executives  of the Communities had
initiated training programmes with different degrees of intensiveness
and on different  lines.
Following its reorganization)  the Commission approved a new
shorr-term training pfogramme (November 1.968-May  1969) designed to
enable officials who had been transferred  as a result of the reorgani-
zation to make full use of their talents in their new positions. It also
ser up an Advisory committee for Staff Training, which is required to
submit proposals  concerning  training to the Commission.
Stalf social wellare
614. The Commission has started preparing a policy of social welfare
for the staff as a whole. The policy will have to be co-ordinated  to
cover staff employed in different localities, and bodies seating equal
numbers of employer's and employees' representatives will be set up to
administer the various forms of welfare along harmonized lines.
Transfers  of dePartments
6L5. In implementation o{ the decisions  taken by the commission at
rhe beginning of the year on the principles governing the location of
dep"rtirerrt, loilowing the merger, removals of technical equipment
ani of documentation  and archive  services from Brussels to Luxem-
bourg and vice versa were carried out in three successive stages'
In both Brussels and Luxembourg  there were further removals on
a smaller scale to bring together departments which had previously
been housed in a number of different buildings.
BUDGET  QUESTIONS
1968 budget
616. Thefirst combined budget of the three Communities was adopted
in final form by the council on 25 March \968, aftet the European
Parliament had expressed its views in a resolution on 14 March'438 INSTITUTIONS  AND ORGA\.S  OF THE COMMUNITIES
The budget covers the period from 1 January to 31 Decembr:r
1.958 and totals 2,176,917,67L u.a., rhe expenditure aurhorized for eac,h
institution being:
8,242,040  u.a. for the European Parliament,
9,299,472  u.a. for the Council,
1,91.6,130  u.a. for the Court of Justice,
2,157,460,029  u.a. for the Commission.
The 2,157,460,029 u.a. allocared to the Commission  comprisesi :
87,77 9,040 u.a. for administrative  expenditure,
24,550,989  u.a. for expenditure by the European Social Fund,
2,045,130,000  u.a. for expenditure by the European  Agricultural
Guidance and Guarantee  Fund.
Euratom progrdvnmes
617. As regards the EAEC research and inyestment budget, the seconcl
five-year programme ended on 31 December  1967. As it proved impos-
sible to adopt a third programme in time, an interim ptogramme  w"s
drawn up for 1968. To all intents and purposes this piogt"m-. .om-
prised only credits {or the administration  and technical operation of the:
Joint Research centre, and the bulk of indirect activity was suspend-
ed.
Only funds carried over from 1,967 (10,290,000 u.a.) made it pos-
sible to keep up financial participation in certain contracts.
The 1968 budget was finally implemented as follows:
Commitments undertaken 46,381,000 u.a.
Disbursements 52,529,000 u.a.
A proposal for a third programme was drafted in the course of the
year, but it was not endorsed by the Council.
_  On 8 January 1969 rhe Commission adopted thepreliminary  draft
of the research  and investment  budget (Euratom) for 1,969 and sub-
mitted it to rhe Council.
This preliminary draft was drawn up on the basis of the Council
decision of 21 December  1958, which provided for a research and
training programme  consisting of a joint programme  and supplemen-
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The programme  covers 19 objectives, and the corresponding  appro-
priations (credits committed) amount to 48,630,000 u.a.-24,030,000
u.a. for the joint programme  and 24,600,000  u.a. for the supplementary
programmes.
L969 budget
5L8. ln the course of its session of 9-10 December 1968, the Council
took a final decision, subsequent to the resolution adopted on 28 No-
vember by the European. Parliament and the amended draft, on the
European Communities'  budget for t969.
This, the second budget common to the three Communities, covers
the period from 1 January to 31 December  1'969 and totals 2,701,456,707
u.a. The following expenditure  is authorized for each of the institu-
tions:
8,942,960  u.a. for the European Parliament,
9,9I9,879 u.a. for the Council,
1.,969,680  u.a. for the Court of Justice,
2,680,624,1.88 u.a. for the Commission.
The sum of 2,680,624,188  u.a. for dhe Commission is composed of :
97,7 11,027 u.a. f or administrative  expenditure,
33,445,637  u.a. for expenditure by the European Social Fund,
2,549,467,524 u.a. for expenditure by the European  Agricultural
Guidance and Guarantee  Fund.
Questions  arising fronr the ECSC Treaty
619. In order to adapt the budget year laid down by the ECSC Treaty
to the financial provisions of the Merger Treaty making the budget period
coincide with the calendar year (1 January-31 December), it proved
necessary  to extend the 1'967/68 budget year by six months. For this
eighteen-month period (1 July 1'957-31,  December 7968), receipts from
the levy and other sources totalled 59.8 million u.a.
Tlre credits authorized by the High Authoity (1967/68) and by
the Commission  (second half of 1968) to cope with the ECSC's own440 rNsrrrurloNs  AND oRGANs oF THE coMMUNrrtEs
requirements  amounted to some 60 million u.a. for the following
purposes:
Administration 29.5 million u.a.
Readaptation  23.6 million u.a.
Research  contracts 7.0 million u.a.
Attention must be drawn to how much has been done in the matter
of. readaptation, benefiring over 76,000 workers, 52,000 of them from
the collieries and 24,000 from the steel industry.
620. A decision taken by the Commission on 18 December  1958(r) fixr:d
the rate of the ECSC levy for 1969 at 0.3o/o, which thus remains un-
changed. The European Parliament committees to which the mamer
had been referred in conformity with established practice had already
expressed, an opinion in favour of maintaining this rate at a meeting
in Luxembourg  on 12 December.
-  It is expected that the 0.3% levy on coal and steel production will
bring in some 37 million u.a. in \9G9. Together with other income
(in particular interest on investments), amounting to 5 million  u.er.,
and the available  reserves (9 million u.a.), this figure brings foreseeable
resources  up to 51 million u.a. ,
Expenditure  (on which the commission based its decision on rhe
rate.of the.levy)  is broken down in the following fashion: a conrribution
t9 tlg Community's  administrative expenditure,  which was fixed b,y
the Merger Treaty at 18 million u.a., readaptation  granrs (25 million
u.a.), and expenditure  on technical and economic  research into coal and
steel production, consurnption trends and safety in the two industries
(8 million u.a.).
621. On 16 January 1"969(r) the European parliamenr,  rhe Council, the
commission, the court of Justice and the Economic  and Social cornL-
mittee, giving effect to Article 8 of the Decision of the Representatives
of the Governments of the Member  States of 8 April 1965 (annexed trc
the Merger Treaty), together  adopted  a decision esiablishing  the official
Publications Office of the European Communities in Luxembourg.
(\  Ottkl"l C*effe No. L312,28  December  1958.
(2) lbid. No. L 13, 18 January 1,969.4,J\
CHAPTER VI
COMMUNITY LA\Y
622. \lhen it became clear that developmenrs in community  law would
call for brief discussion  each year, rhe new chapter of the EEc com-
mission's General Report was added to the usual information  given, in
the chapter concernin--g  the institutions, on the activities of the Court of
Justice of the Communities.
Ho',r,ever, experience  has shown that the chapter on Community
law, which necessarily includes numerous references to the cases
pleaded before the court, gives these cases a context which helps_ to
Lring o.rt their importancelnd their implications- Accordingly, when
the fresent report was being drafted, it was finally decided to group
,ogoh., the material given separately- in the previous reports in the
"Institutions" and "Community law" chapters.
In order to retain a general view of the activities of the court
during the past year, the pi.r.trt chapter begins_with a brief review of
th. 1J- ."r.t *i.ti.h ."*.  before the Court, and of its judgments. The
conclusions  which the Commission draws from these cases will then be
regrouped under the various headings concerning the development  of the
Community's  legal order.
1. Activities of the Court of Justice of the European Communities
in 1968
NEly CASES
623. During 7968, 33 new cases concerning the activities of the three
Communitils were brought before the Court. Of these, 1L were dealt
with and the others are sdll pending.442  coMMUNlry  LA\fl
The 33 cases are as follows:
(i) Two appeals by the commission against a Member state under
Article 159 concerning  the customs union;(r)
(ii) one appeal by the commission  against a Member state under
Article 93(2) of the EEC Treaty;(2)
(iii) Three appeals  against one of the community institutions  undrer
Articles 173 and 175 of the EEC Treaty concerning the common
agricultural  policy ;(3)
(iv) A case brought under Article 146 of rhe Eurarom Treaty on the
application of the Protocol on privileges and Immunities to thLe
Ispra Centre;(a)
(v) Nine preliminary  questions filed under Articre 177 of the EErl
Treaty by courts of the member countries on matters of inter-
pretation of community law or the validity of community actr;. of these nine cases, one concerns  the interpretation of an ag'-
cultural regulation,(5) one the customs union,(6) two the interpre-
tation of Articles 85 et seq. of the EEC Treaty,(?) two the socia.l
security of migrant workers,(8) one the interpretation  of Article 97
(') q"r.r{&commissionu.  ItaUalRepublic,ollicialgazetteNc.c24,22trtarchlg6g.
case 24-68: commission  u. Italian-Rep"blii,;b;d7No. C rrs, 6 No-re',ie.  isen. (2) Case 1-58: Commission z. French 49l1rqql., tUti. No.a il:\;  ieiil.y  uos, withdrawn when the marter  was rectified by F.".rc..
(3) case 6-68: zuckefiabrik  watenstedt GmbFi u. council, rbld. No. c 24, 22 Marctr
]f!!;iudgment rendered,see sec.626 infra andollicial ioLutiuNi.c gi,zoAugust
1968.
cases 10-68 and 18-58: Eridania Zuccherifici  Nazionali and others r,. Commission,
.  Official gd?e*e No. C s4, 4 J.une 1968, and ibid. No. C S4,zs Arg"ir-isZs. (') 
"Cg1e,z.;011 
Ulficio Impoit. ai Cottru-o;lr;;;;  u. Commission, ibid. No. C 11' r,/ reDruary Iy6tJ-
(5) Case 4-58: Firma Schwarzwaldmilch GmbH  z. Einfuhr- und Vorratsstelle  fiir Fette:
j_V^:::ilr-""e.gerictt,  l'rankfg:r.op Ma.in),..ibid..  No. -  1+, lJ-'i.t..,".y rses;
-  fudgment rendered,  see se.c. 627 infra and oflicial gazette No. c 82,20 ALreust 'l96g. (6) Case 13-68,:.  .SpA Satgoil r,. Italian^Ministily  oiF;.;i;;T;;J.  G;;;o?  npp.nr,
_ Rome), Oflicial  gazeuc No. C75,29 Iulv 1968. (') case 14-58: Bundeskartellamt z. Faibenfabriken  Ba1er,(fines)  (KarnnierEericht,
Berlin),i&i/..N-o_._9p?,20  {ugust  1968.Case31_68:  Ct;;;t5A-;:  f;;;h;"Handets_
maatschappu  NV (Arrondissementsrechtbank,  Rofferdam),  i&id. Nc. c 3, 11 Jan'- ary L969.
(t) Case 79-68: De Cicco^r,. 
^Landesversr,cherungssnstalt Schr,vaben (Sczialgericht,
Augsl:urg),  ibid. No. C 84,28 Aueust I95g.
case 28-6li: caisse.regionale  de sdlurit6 sociare d. nord de la France r,. Tcrrekcns
afrcl crhers (cour de cassation,  France), ibid. No. c 1.36, L9 December  196g.ACTIVITIES  OF THE COURT  OF JUSTICE  443
of the EEC Treaty,(l)  and two rhe interpretation of the Protocol
on Privileges and Immunities (also filed under Article 150 o( the
Euratom itraty and Article 41 of the ECSC Treaty);(2)
(vi) Finally, 17 appeals were brought by officials or other servants
agai'it their institurions  on questions of staff administration.
In addition, during 1968,29  other cases brought rn'1.967 or before
were pending before tle Court; 19 were settled by judgment of the
Court during the year; one case was struck off.
rri""-*.riitti ii^tf , 911;6;o1  gazette No. c L36, 19 December 1968'
&;;-e8,';;;;;;.'L..il;  ib3ui a. ."t'"tio n,rietsi.um), itul' No' c 24, !  March
iieit itiig-.iti".tJ*.a, t"i .... 627 infra and 6ff;cial sazette No' C 82' 20 Au-
sust 1958.
t"*  ij-?Ar Klomp u. Inspector  of Taxes, The Hague (Gerechtshof'  The Hague)'
afticial gazette No' C 115, 6 Norember  1958.
JUDGMENTS
524. Dwing the same period the Court handed down 26 judgments'
They concerl'r the following  matters.
625. Ajudgment on an appeal by the Commission against a Member
State:
caseT-68: commission z. Italian Republic.  Appeal under Article
1.59 of the EEC Treaty to seek confirmation that the
levying of a progressive tax on the export of objects of
"rt "nl 
antiques was contrary to Article 16 of the EEC
TreatY.
By a judgment dated L0 December t968 the court found for the
Commission.
626. Fivejudgments on appeals against a community  institution:
case 28-55: Kingdom of the Netherlands u. High Authority.
Appeal under Article 33 of the ECSC Treaty con-
..rrrirrg special tariffs applicable to certain coal and
steel traniport services to or from the Saar'
In a judgment  handed down on 8 February  L968 the court
reversed  the High Authority decision.
t)
e)
Case 29-58: Milch-, Fett- und Eierkontor GmbH z' Hauptzollamt Saarbriicken444 coMMUNrry  LAv
case 3-57: Fonderie Acciaierie Mandelli u. High Authority.
Appeal under Article 33 of the ECSC Treaty con_
cerning the contribution due from this enterprise to
the scrap compensation  sysrem.
Il  _" judgment  handed down on 8 February  195g the court djis-
missed the appeal on the merirs.
case 29'67: de r0fendel  6c cie sA u. commission of rhe Europeern
Communities.  Appeal under Arricle 33 of the E-CSC
Treaty concerning the ban on discrimination in the
mamer of prices and publication of price lists for sreel.
.  _In its iudgment_of  11 June 1968 the court dismissed the appeal
by the company partly as inadmissible and partly on the merirs.
case 30-67: Industria Molitoria  Imolese and others a. council .f
the European Communities. Appeal under Article  173
of the EEC Treaty, in particular  against Council Regur_
lation IZB/G7 tixingthe prices and principal markering
cenrres for cereals in 1967/6g.
_  . In its judgment of 13 March 1.968 the courr fou'd the appeal
inadmissible.
case 5-58: Zuckerfabrik \fatenstedt GmbH v. council of th,s
European Communities.  Appeal under Article 773 of
the EEC Treary against Council Regulation t0}g/67/
CEE (the common organization  of the sugar market).
.  In ,its judgment of 11_ July 1958 the courr also ruled this appeal
by a private enterprise inadmissible.
627. Fifteen judgments concerning requests for preliminary rulings by
courts of the member countries under Article r77 of the'Eac ri."ty
(or Article 150 of the Euratom Treaty or Article 41. of the ECSC
Treaty).
A judgment was handed down on the interpretarion  of Articles 30
et seq. of the EEC Treaty, namely the direct applicability of the
ar1i.cl,es,_ in particular Article 31, and rhe concept of i,indiuidual rights
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Case 13-58: SpA Salgoil z. Italian Ministry of Foreign  Trade
(Court of APPeal, Rome).
In its judgment of 19 December  7968 the court noted that Ar-
ticles 31 
^nd i,  second paragraph,  were directly applicable, pointing
out that "a Community iule must be applied with the same force in
all the Member States".
Two judgmenrs  concerned the interpretation and validity of. agri-
cultural regulations:
case 5-57: Beus & co. z. Hauptzollamt Munich (Finanzgericht,
Munich).
In a judgment handed down on 13 March 1968 the Court of
Justice confirmed  the validity of Commission Regulation No. 144/65/
bfn of 18 October  1955 instituting  a countervailing  charge on imports
from Bulgaria and Rumania of dessert grapes grown in the open'(1)
Case 4-68: Firma Schwarzwaldmilch GmbH v' Einfuhr- und
Vorratsstelle fiir Fette, Frankfurt/Main (Verwaltungs-
gericht Frankfurt).
In a judgment handed down on 11 July 1958 the CoYl of Justice
ruled on ih. ittt.tptetation of Commission Regulation No' 136/64/
CEn 
"t 
d in particrilar on the concept of force maiewre referred to in
the Regulation.
A judgment was given on the interpretation of Article 85 (and 85)
of the EEC Treaty:
case24-67: Parke-Davis  sa co. u. Probel (Gerechtshof,  The
Hague).
In a judgment handed down on 29 Febtuary 1968 the court ruled
for the first time on the relationships between the Community law on
restrictive agreements  and monopolies and the Member States' laws on
patents.
Eighr judgments  concerned the interpretation  of Articles 95 and 97
of the iEC tr."ty and the concept of a tax with effect equivalent to a
customs duty as used in the agricultural  regulations:
(1) Oflicial gazette No. t72, 18 October 1955.446 coMMUNrry LAv
Case 7-67:Firma H. \Ttrhrmann z. Hauptzollamt Bad Reichen-
hall (Finanzgerichf,  Munich)  ,
case 13-67: Firma Becher z. Hauptzollamt Munich (Fi'anzgericht,
Munich);
Case20-67: Firma Tivoli u. Hauptzollamt Wiirzburg (Finan:z-
gericht, Munich);
Case25-67: Firma Milch-, Fett- und Eierkontor GmbH rr. Haupr-
zollamt Saarbriicken (Finanzgericht,  Saar) ;
Case 27-57: Firma Fink-Frucht GmbH u. Havptzollamt Munich
(Finanzgericht,  Munich) ;
case 28-67 : Firma Molkerei-Zentrale u. Hauptzollamt paderborn
(Bundesfinanzhof,  Munich) ;
oase 3l-67: Firma A. Stier u. Hauptzollamt  Harnburg-Ericus
(Finanzgericht,  Hamburg) ;
case 34-67: Firma Liick z. Hauptzollamt  Koln-Rheinau (Finanzr
gericht, Diisseldorf).
The judgmenrs of the court in all these cases were adopted on
3 and 4 April 1958.
_  A judgment was given on the interpretation  of Article 1(p) c,f
EEC Council Regulation No. 3:
case 19-68: De cicco u. Landesversicherungsanstalt Schwabe.n
(Sozialgericht,  Augsburg).
.  I.1 a judgment rendered on 19 Desember  1.968 the courr replied in
the affirmadve to the question  whether the periods during which a
worker had been insured under Italian legiilation on dlsablement
insurance for craft workers could be treated as insurance periods for the
purposes of Regulations  Nos. 3 and 4.
,  In conclusion, there are two judgments on the interpretation of
the Protocol on Privileges and Immunities:
case 32-67: van Leeuwen a. Gemeente Rotterdam (Gerechtshof,
The Hague).
In a judgment handed down on 8 February  196g the court inter-
preted the concept of "national  taxes" from which the protocol on
Privileges and Immunities  exempts officials of the Community.THE LEGAL  ORDER OF THE COMMUNITY 447
Case 5-68: C.M. Sayag /. J.-P. Luduc (Cour de cassation,  Bel-
gium).
This judgment, handed down on 11 July 1968, gave the Court an
opportunity  to rule on the scope of the immunity from legal process
enjoyed by the European community officials in respect of acts per-
formed by then-r in their official capacity.
62g. Five judgments were rendered following appeals by staff against
their institutions:
case1,6-57t against the Euratom commission. Judgment handed
down on 11 July 1968 (appeal dismissed partly on the
merits and partly as inadmissible).
case 26-67: against the EEc commission and the commission of
the European Communities.  Judgment handed down
on LL July t968 (appeal dismissed on the merits)'
Case33-67:  against the Council' Judgment handed down on
23 March 1'968 (appeal dismissed on the merits)'
Case 35-67 t against the Commission of the European.  Com-
munities. Judgment  handed down on 11 July 1958
reversing a disciplinary dicision of the (ex-Euratom)
Commission, which had dismissed a scientific official'
Case 3-68: against the Council. Judgment handed down on 11
luly 7968 (appeal dismissed on the merits)'
2. The legal order of the CommunitY
62g. The legal order of the community continues to develop within
the framewJ.t "f 
the three separate Treaties establishing respectively
the European  Coal and Steel Community,  the European Economic Com-
munity and the European Atomic Energy Community. These Treaties
are, however, now applied by the common institutions  (commission,
Council, Parliament,  bourt), which are in a position to-take a general
yiew of matters arising in the three Communities. By distributing the
work between  its members  and by organizing  its departments, not in
relation to three separate Treaties,  but functionally,  according to the
nature of the problims concerned  (e.g. competition,  external relations,448  coMMUNrTy  LArv
etc.), the single commission's  aim has been to facilitate the contacts  and
pooling of work necessary in the implementation  of the three Treaties.
_  Community law continues to grow as the Communities  emerge
from the period of construction to enter the period of operation. Mtxt
of the new Community  legislation concerns agricultur..  Hor".urr, with
the completion of rhe cusroms union on l July l918,the need is beirng
felt to align the customs law of the Member Siates and indeed in sor'e
cases to create community  rules directly applicable jn the six countries.
This is a new field in which community law is likely to deverop in
the coming years.
communiry  law is derived not only from the regulations,  direc-
tives and decisions adopted by the community institutions but ah;o
from the international agreements concluded by the communities. l\t
this stage problems of relationships between jnrernational law and the
Iaw of the Member states arise which are not explicitly settled by the
Treaties  themselves.
- - Lastly, conventions between Member states will be graduaily
added to the community law enacted in pursuance of the 
-Trearie';
Article 220 of. the EEC Treaty provideJ for such conventions in
order to help achieve economic  integration. Two of them have already
been signed: on 29 February  1968 the convention  on mutual recognn-
tion of companies and bodies corporate, and on 27 Septemb er 196g
the convention on jurisdiction and the enforcement of civil and com-
mercial judgments.
It is true that these conventions are not part and parcel of th,:
EEC _Treaty and it would be rash to claim thit the legil procedures
stipulated to ensure compliance with, and unity of intlrpretation  of,
the Treaty are immediately  applicable to the conventions.  It is howev-
er interesting  ro note that in signing these conventions the Member
States declared themselves ready to consider conferring certain addi-
tional powers on the court of Justice of the European communities.
And it is-very significant in this contexr that their-point of departure:
was the idea that, subject to the necessary adaptations,  new statesloining;
the European  Economic community ihould also sign such conven-.
tions.
- Such a novel legal system, having such a wide variety of forms
and aspects, cannot easily be classified in the traditional manner, for
instance by contrasting "public" law with "private" law and municipal
law with inrernarional law. classification  problems are, in facr, lessTHE LEGAL  ORDER OF THE COMMUNITY  449
imporrant than the establishment  of key features of Community law in
rel-ation to the real reqgirements of economic  integration  under the
three Treaties.
THE MACHINERY OF THE COMMUNITY LEGAL  SYSTEM
Nature and sco7e of CommunitY law
Direct aPPlicability
530. The judgments handed down by the court on 3 and 4 April 1968
in cases Zh-e/,13-67,25-67,27-67  and 34-67(t) provided fresh material
on the direct applicability of community  rules. The court had to
settle a series of-points which had been submitted  to it under Article 177
of the EEC Treaty by four German courts, including the Bundesfinanz'
hof (federal revenue court). These points concerned the interpretation  of
the iiscal provisions  of the EEC Treaty, especially Articles 95 and 97.
The Bundesfinanzhof had asked the Court whether it maintained  its
decision 57-65(2)  on the direct applicability of Article 95, first paragraph,
of the EEC Treaty and whether the article could confer on private
individuals the right to claim the same rfeatment before a Member
state's courts, although the Member state's law on the point had not
yet been amended, 
"r 
ih.y would enjoy if the State had complied (either
of irs own motion ot "ft.t 
a procedure under Articles 169 or 170)
with the obligation  entailed by Article 95 to adopt appropriate legis-
lation. The court was also asked to state whether Article 97 was
Jir.ofy applicable  in the sense of giving every citizen the right.to appeal
to a domistic court to check that the legal average rate of the charge was
compatible with the principles stipulated in Article 95'
631. Replying to the questions, the court began -by reaffirming that
the Commurrity  .orrrtiiuted a new legal order in favour of which the
States had limiied their sovereign rights, although in specific fields only,
and to which not only the Membii stares, but also their_ nationals,
were subject. Consequently, Community law was independent of the
H Rrr*ll d, laiurisprudence delaCour  (hereitatterRecueil), XIY: Pp' 211'275'305'
' ' i;i';;:A ii;.'(Th[ t.pott. of the couri do not appear in English')
(2) Recueil, XII' P. 293.450  cor4trruNlTy LArir
M9mb9r states' legislation; iust as it created obligations for privzrte
individuals, it was also designed to creare rights which form iatt of
the legal srructure of the Member  states. These rights existed not on,ly
lvhen they rvere explicitly conferred  by the Treaty, Lut also by reason of
obligations which the Treaty specifically imposed both on privare
individuals  and on the Member  States and the bommunity  institutiorrs.
In this connection, wlat was required-a nd all that was required--
was-that the Treaty clause invoked should, by its very nature, tend ro
produce direct effects in the legal relations between the Member  states
and those under their jurisdiction.(1)
-  Having stated this principle, the Court, confirming previous
rulings,(e)  recognized that Article 95 of the EEC Treaty- produced
immediate effects and created for individuals the specific rights which
the domestic courts are required to uphold: Article 95, first laragrapJh,
is a non-discrimination  rule which constitutes  a clear and unc-onditiorr,ri
obligation.(3)  similarly, the second paragraph of Article 95, which
provides the necessary complement to the non-discrimination  rule,
creates an unconditional  obligation  which is not subject in its execution
or effects to the intervention of any act, either of the community
institutions or of the Member States. The fact that this provision
contains elements entailing an assessment  of economic  fact-ors doe,s
not divest the domestic court of the right and the duty to ensure tha.t
it is complied with.(a)
on the other hand, the Court ruled out the direct appricability  of
Article 97, observing that this clause gave the tvtember  states the
option of using the procedure of average  rates, and involved, for thos,e
of them which had regularly exercised this option, interposing  berween
community  law and-its application legal acis containing  disiretionar;r
powers, so that the choice of average  rates and the implications of thir;
choice cannot possibly, in the present state of community  law, be
directly affected by the rule of Artjcle 97.
The court also observed that no case could be made out againsr
the direct applicability of Article 95 by invoking the dual structure  ol:
the system of- legal protection established by the Treaty-appeals  by'
private individuals to the comperent  national  courts and "*.t.ii. 
of the
powers and rights of appeal given to the community authorities by
e).l"dc"n"r, 19-97, \qSu"llr-Ilvr p: 226; ct. iudgment  26-62, ibid.,IX, p. 5. (f) Judgment 57-65, ibid., xtl, p. zl+.
(3) Judgment 28-67, ibid,, XIy, p. 226.
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Articles 155 and t69-or by pointing out fhe difficulties which the
application of the community rule might lead to in a given Member
Siate. On the first point, the Court affirmed in particular that the
a6ion of a private individual is aimed at safeguarding  individual
rights in a specific case, while the intervention of the Community
arithorities is concerned with general and uniform  compliance with
the Community rule. It was thus apparent that the guarantees granted
to individuals under the Treaty tyste- to safeguard their individual
rights and the powers gfanted to the Community Institutionsregarding  the
fu'ifilment by the States of their obligations had a different object,
different p.ripor.t and different effects, and could not be compared.(r)
On the q,r.tiion of the difficulties which the application of Article  95
by the naiional courts might raise in a Member State, the Court observ-
.i  that the complexity of certain situations in a State could not alter
the legal narure of a directly applicable  community provision,  espe-
cially iince the Community rule-must apply with the same force in all
the Member States.(2)
632. As in previous  years, direct application of community law has
formed "n 
i-pott"ttt part of the work of the national courts. Of the
decisions hand-ed down on this question during 1968,(3) two judgments
of the Bundesfinanzhof may be mentioned.
As a resuk of judgment  28-67 of. the court of Justice, the Bundes-
finanzhof  recognized, ln its decision of 11 July 1968,(4) the applica-
bility of Articl-e 95 of the EEC Treaty, with the consequence that
*here a domestic tax conflicts with the requirements of Article 95,
the national provision which imposes this tax is not applicable rvhere
imposition of the tax would entail an infringement of Article 95.
Moreover, in a decision of 10 July 1968(5) further to the iudg-
ment handed down by the court of Justice on 13 December 1967 in
case 17-G7,(u) the Bundesfinanzhof ruled that all regulations adopted  by
the community institutions in pursuance  of Article 189, second para-
graph, of the 
'EEC Tr."ty created obligatory  and direcdy applicable
i.gut i"l.r of general scope, the reception of which in the legal order of
."-.h vt.mb., st"t. did not depend on 
"ny 
special act of adoption,  and
(t) ludgment 28-67, Recueil, XIY' p. 227.
(') Judgment 28-67, ibid., p. 228-
(3) See Table 26 infra.
iai AuBenwirtscbaitsdienst  der Betriebsberater,  1968, p. 354'
(5) Ibid., p.397.
(6) Recueil, XIII' P.572.452 coMMUNrry  LAw
that the community's power of legislation  was exercised autonomously,
independently  of the legal and constitutional  orders of the Member  states.
Primacy of Community  law ouer municipal  lau,s
533. ln judgments 28-67 and 34-67, the Court of Justice also hacl
occasion to discuss the implications of the primacy of community lavv
(in the case in poinr, Article 95 of the EEC Treary) over those pro-
visions of domestic law which were incompatible with this rule. the:
court said that rhe effect accorded Treaty Article 95 was a bar to
the enforcement  of any domestic measure incompatible  with this text,,
The court found, however, that Article 95 did not restrict the power oli
the competent  national courts to apply those processes of the domestic,
legal order appropriate to safeguard the individual rights conferred by
community  law. In particular, when a domestic tax was incompatible,
with Article 95, first paragraph, only beyond a certain amount, the
national courr must decide according to the rules of its municipal
law whether all the rax was illegal or only that part exceeding ihe
correct amount.(t)
634' Among the judgments of domestic courrs which confirm the
primacy of community law in the event of a conflict with domestic law, a
judgment of the Bundesfinanzhof.  of 11 July 1,968(2) should be noted;
this expressly recognized  the prim acy of community law over con-
flicting domestic  rules. However, a further judgmenr Landed down on
10 July 1968 by rhe same courr made a distinction between the validity
and the interpretation of community law on the one hand and its
application in domestic law on the other. on the latter point, the
Bundesfinanzhof  appears to take the view that in certain cases the
German constitntional provisions guaranteeing fundamental rights
(Grundrecbte) might be a bar to the application  of co-m,rnity law. In
the case in point it nevertheles noted that there was no incompati-
bility between rhese two categories of provisions and that the ptobl.*
of a conflict between them therefore did nor arise.
In this matter, a judgment of the (French) Colmar Court of
Appeal dated 15 November  1957() may also be quoted; this said that
all decisions  handed down by the court of Justice under Articles t77 and,
Judgryents 28-67 and 34-67, Recueil, XIV, pp. 228-229 and 370.
Sec, 632 subra.
{rsj civil 
-ch_amber, 
saarknapps_ch.aft  (Miners'  insurance  company  of the saar),
C. Freund_et  ]t4artin, Gazette dipalais, No. i.1.5-1i.7,  24-26 April196g.o.i.  Reuue
ginirale  de droit international public,  September  19eg, p. g6b.
o
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219 of the EEC Treaty were part of Community law and therefore
shared in the primacy of the Treaty over domestic legislation, that
therefore they were binding on the Member States' courts in the same
way as Community law, and that "compliance  with an interpretation
of the Communities' Court is directly and closely linked with com-
pliance with the Treaty itself, the primacy of which is indisputable and,
in France at 
^ny 
rate, is written into the Constitution (Art. 55)".
635. However,  although  more and more domestic courts are accepting
the primacy either of the law of the Treaties or of derived Com-
munity law over the provisions  of municipal law, it should be noted
that the courts are not yet entirely unanimous  on this fundamental
question.(l)  The fact is of particular concern in the case of a supreme
cburt. Thus, the French Conseil d'Etat, by a ruling of 7 March 1968,()
dismissed a request for the annulment  of decisions of the Minister of
Agriculture  authorizing the importation into France of wheat meal from
Algeria and specifying that the imports were not subject to the levies
provided for by EEC Regulation  No. 19 of 4 April 1'962.In this case
the Conseil d'Etat relied on Order 62-1.088 of the President of the
Republic of 19 September  1962 on the tariffs in trade between Algeria
' a.td Fra.tce (under Article 50 of the Law of 15 January 1953 this order
has the force of statutory law), by virtue of which the arrangements  in
force for the entry into France of goods from Algeria before Algeria
became independent were maintained for a transitional  period. The
Conseil d'Etat found that the order prevented the levy introduced by
Regulation No. 19 from being charged  when wheat meal from Algeria
entered France itself or French overseas departments.
This ruling appears to proceed from the idea that a French
court is bound ro ensure the application  of the lex posteriori,  whatever
the meaning  and scope of existing Community law: consistent practice
in the Conseil d'Etat has been that the court has no discretion to
review the conformity of a French law either with the Constitution or
with a rule of international law.
In its reply to the written parliamentary question No. 28-58 by
M. Deringer,(t;  the Commission noted that the application of this
(1) See, e.g., the judgment of the Finanzgericht  Baden-'Wiirttemberg  of 27 March 7967
(Entsch. der Fin. Ger.,1.967, p. 240).
(r) iyndicat gtnlral des fabricanis des iemoules  de France,. Recueil.Dalloz-S_irey,  1,9^68-, ' ' 
iurisprudince, p. 286. Actualiti iuridique, droit administratif, 1968, II, p. 235.
Europarecht,  7968, p. 317,
(3) oltiiial gazette No. c77,t7 July 1968.454  coMMUNrrY LA!(
ruling in the framework of the Treaties establishing  the European
Communities  was-as the Court of Justice had already shown(r)-
incompatible with compliance with the legal order deriving from the
Treaties,  and added that appropriate action was being considered.
The uniform application of Community law:
Articles L77 of the EEC Treaty and 150 of the
Ewratom Treaty
636. In 1967 the number of preliminary questions under Article 177 of
the EEC Treaty had increased to a point where they accounred for
approximately two thirds of the new cases brought before the Court of
Justice.(2) In 7968, the number of such questions  filed with the Courr
declined.(3)
This does not appear to be a symprom of a change of atdtude.
The main reason is that when the member countries' judges-who
are becoming  increasingly  familiar with the rulings of the Courr-have
to deal with a Treaty clause or Community enactment  which has
already been the subject of a Court interpretation, they are more and
more likely to apply this interpretation themselves, quite often actually
citing the Court judgment. This explains why the Courr, after handing
down ten judgments ln 1967 concerning  the interpretation  of EEC
Council Regulations Nos. 3 and 4 on the social security of migrant
workers,(a) this year received only two preliminary  questions relating
to these regulations.(5) It is therefore probable that a number of
the courts of first instance refrained from using the facility provided
for in Article 177, second paragraph,  because the marters of inter-
pretation or validity brought before them had already been settled in
Luxembourg in response to a question from another court.
637. At a ceremonial session of the Court held on 23 October 1968 to
celebrate its tenth anniversary,  President Robert Lecourt and Advocate-
General Karl Roemer said that rhe history of the Courr had shown
clearly the importance  and value of the machinery  established by
Articles 150 of the Euratom Treaty and 177 of the EEC Treary in
ensuring unity of interpretation  of Community  law.
(r) Case 6-64, Recueil, X, p. 1L58.
(2) First General Report (1967), secs. 575 and 620.
(3) Table 24 inlra.
(al First Gener:al  Report  (!957), sec. 576.
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President Lecourt observed  that generally speaking co-operation
between the Court and the member countries' courts had been vigor-
ously promoted by the preliminary  questions filed by courts of
different statuses over the last ten years. It was true that not all
the branches  of the judiciary in the Member States had yet used the
preliminary  question.  But the list of supreme courts referring to the
Court of Justice of the Communities under Article 177 of the EEC
Treaty was already quite long and varied since it included the Belgian,
French and Luxembolurg Cours de cassation and the Conseils d'Etat or
final administrative,  social or revenue courts of Germany, Belgium and
the Netherlands.
The attitude of the member countries' courts to judgments  handed
down by the Court is also very significant. The information  given in
this connection by Advocate-General  Roemer is of particular  interest as
an aid to establishing a fuller picture of the relationships which have
been established between local courts and the Community Court.
First of all, once they have applied for and received a preliminary
ruling, the national judges do not appear ever to have shown reluc-
tance to apply the interpretation given by the Court to specific cases.
True. there are traces of criticism from time to time. But these have
apparently been on marginal points which could not radically  affect the
issue.
Moreover, it may be noted that, apart ffrom the preliminary
question,  many judgments  rely on the Court's rulings. Indeed, some
judges in the member countries have denied that the Court's preliminary
rulings are binding only on the specific  cases to which they directly relate.
638. As to the fear sometimes expressed that the practice of reference
for a preliminary ruling may lead to abuses or protracted  delays,
President Lecourt was able to show that the facts easily prove that
there is no such danger.
Since the entry into force of the Treaties of Rome, the Court had
received 54 requests in very varied fields for preliminary rulings, 13 of
which were from courts of first instance  and comparable courts, while
there were 18 references from courts of second instance and 23 f.tom
final courts of appeal. Moreover, the Court seldom took more than
5 to 7 months (including recesses) to reply to the questions put. It
is true that some cases being dealt with by courts in the member
countries are too urgent to allow of a preliminary question in Luxem-
bourg. But the decision on this point lies precisely with the judges of456 coMMUNrrY LA'ts
courts of first instance or even in appeal, for whom reference to the
Court of Justice is optional and not obligatory.
If used with moderation, the option given to the national  judge at
the stage of first instance of applying to the Court has the advantage
not only of avoiding procedural costs and complications  but also of
calling the Court into action before conflicting case-law between the
member countries  has had time to gain a firm foothold.
The sources ol Community law: acts of tbe institutions
639. The institutional  development begun in 7967 in agricultural
matters with the transition to the single market stage(l) was consoli-
dated during the year under review mainly in relation to the completion
of the customs union on 1 July 1958.(2) That part of Community law
which is known as "derived" law and which includes the regulations,
directives and decisions implementing  the Treaties increased gradually
in line with the increase in work entrusted to the Commission by the
Council.
This fact raises certain legal, technical and policy problems which
have been examined  by the European  Parliament on the basis of a very
thorough report on behalf of the Parliament's Legal Affairs Committee
by M. Jozeau-Marignd.(3) Thus on 3 October L968 the European
Parliament  adopted a resolution on Community  procedures for im-
plementing derived Community law,(a) which concerns  both the prin-
ciple of the exercise of executive powers (confined to two institutions,
the Council and the Commission) and the intervention in procedures
for implementing derived Community law of agencies not established by
the Treaty, usually called "committees".
It should be noted that Article 155, final subparagraph, of the
EEC Treaty enables the Commission to exercise the powers which the
Council confers on it to implement the rules made by the Council.
Though the wording does not prevent the Council from itself exercising
the powers of implementation,  it is quite clear that any implementing
powers not retained by the Council may be delegated only to the
Commission.
First General Report (7967), sec. 622.
See also sec.629 supra.
European Parliament,  document  de siance  115/68.
Official gazette No. C 108, 19 October 1958.
o
(1
(3)
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Moreover, the Council is still bound to observe the principles of
the institutional  order established by the Trcaty.If therefore it decides
not to delegate to the Commission  the powers of implementing the
rules which it makes, it cannot in any event challenge the powers of
proposal which the Commission holds by virtue of the Treaty in the
field concerned by the rules in question.
These points help to clarify the legal and institutional role of
the committees, which are manned by representatives  of the Member
States with a Commission representative  as chairman, already  set up or
proposed under procedures to enable derived Community law to be
implemented effectively and, if necessary, rapidly.
In this case a distinction should be drawn between  the manage-
ment committees of the agricultural policy and the committees which
might be called "rule-making"  committees,  whose work consists less in
day-to-day  management  than in the establishment of new rules. Rule-
making committees are, for example, the Committee on Origin,(l) the
Committee on Customs Value(z) and the Standing Veterinary Com-
mittee.(3)
640, The procedure of the management committees  set up in connection
with the common organization of agricultural markets is as follows:
(a) The Commission has to consult the committees  on drafts of
measures which it intends to adopt;
(b) If the opinion is favourable or if no opinion is rendered, the
Commission adopts a decision which cannot be challenged;
(c) If the opinion is unfavourable,  i.e. if the committee  votes by a
qualified majority of twelve against the Commission's project, the
Commission may also adopt an immediately  applicable decision,
but the measure adopted  is at once communicated to the Council,
which may within a month adopt a different decision, ruling
according to the voting procedure specified in Article 43(2) of the
Treaty.
This arrangement, which at all times gives the Commission  the
necessary  powers, fulfils well the operating requirements of the agri-
cultural market organizations, the running of which entails almost
o
(1
(3)
Council Regulation (EEC) No. 802/68 of 17 June 1968, Olficial Slzette No. L 748,
28 June 1958.
Council  Regulation (EEC) No. 803/68 of 17 June 1968, ibid.
Council Deiision of 15 October 1968, Ollicial gazette  No. L 255, 18 October 1968.458  coMMUNtrY LAw
every day the adoption of measures which have to come into force,
immediately.
Moreover,  the arrangement  has proved its worth in practice. Co-
operation between the Commission  and the management committees has
developed very well: in the great majority of cases, Commission deci-
sions have been adopted with the endorsement of the committee.  In
respect of only 20% of the consultations was no opinion given; there
have been only five unfavourable opinions and there has been only one
Council decision changing  a Commission decision.(1)
64L. However, more time is necessarily needed, and the conditions
obtaining are bound to be different, when the problem is not that of
running a common market organization but of working out measures of
a more permanent  and a more general nature (health protection rules and
customs regulations  intended, for instance, to determine the concept
of origin of goods). As M. Jozeau-Marignd pointed out in his report,
the organization and powers of the committees  should be matched with
the specific  characteristics  of the sectors in question and the decisions
to be adopted; the precedent of the agricultural  management com-
mittees "could not be used to justify some measure of immobilisme."
Therefore the system proposed by the Commission for the
"rule-making  committees"  differs from the procedure of the agricultural
management committees  :
(a)  Firstly, it is only when the opinion of the committee is favourable
that the Commission has to adopt a decision immediately;
(b)  Secondly, when there is no favourable opinion from the com-
mittee, it is not for the Commission, but for the Council, ruling
on the Commission's proposal, to adopt the measuresl
(c)  However, the danger of a delay exceeding a certain period (usually
three months)  is obviated by the rule that the Commission  recovers
its power of decision if the Council has not acted within the
stated period.
To be sure, this procedure gives the Commission  less power of
decision than the system of the agricultural management  committees.
None the less the procedure  respects the idea of distribution  of powers
underlying Article 155, final subparagraph,  of the EEC Treaty and the
(1) See the repiies of the Commission to written parliamentary  questions  Nos. 71168
and lS6/66 by M. Vredeling, Ollicial gazette No. C 66,2 July 1958, and No. 82,
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other rules ensuring the conditions of operation and the institutional
balance of the Community: this procedure gives no power of decision
to the committee of national experts. If the Commission lacks the
power of decision (no opinion or an unfavourable opinion from the
-committee), 
it is the Couniil which rules on the Commission's  proposal,
with the consequences  which Article 149 of. the Treaty then entails.
642. This arrangement has been adopted as it stands for the Com-
mittee on Origin and the Committee on Customs Value.(r) On the
other hand, in veterinary matters, the agreement between the members
of the Council in July 7968(2) entails an impairment of the procedures
proposed by the commission; it is sripulated that the rule that the
^Coimission 
itself makes the decision if the Council has not adopted
measures within a certain period does not apply when the Council
has come out, by a majority, against the measures proposed by the
Commission.
It is undeniable that, from the point of view of the efficiency
of the institutional  machinery, this restriction of the rule in respect of
the veterinary committee could well diminish its value. The advantages
of a rule of the kind derive precisely from its strictness and its auto-
matic operation, which constitute at the same time a very strong
incentive for the Council to speed up its work and a firm guarantee
of the adoption of a decision, whatever  happens,  within a reasonable
period.
Contentious Pro ceedings
Protection of indiuiduals  by the Court
543. Thejudgments  handed down by the court of Justice on 13 March
1968 in."r. 30-571t) and on 11 July 1968 in case 5-68(a) gave it an
opportunity of confirming and amplifying its previous rulings(5) con-
..*i"g  the right accorded n"tor"l persons and bodies corporate by
Article'173,  seiond paragraph, of the EEC Treaty to appeal decisions
(')
(r)
e)
(i
f)
Sec.5  suPra.
Sec.200  suDra.
i;;;il;lft;iitoria  Intolere SpA and others u. Council of the European  Commu-
nities, Recueil, XIV' P. 171.
;;;iL;i;;;ii-  uirl.i.'ir"Jr z. Council of the European Communities, ibid." p. 595.
Niii-?nicl  Cintrol Report, secs. 388 and 390; First General Report (1967)'
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which, while having the appearance of a regulation,  concern rhem
directly and individually.
In the first of the judgmenrs,  rhe Courf reaffirmed that it was not
impossible for an act having the general character of a regulation within
the meaning of Article 189, second paragraph, of the EEC Treaty to
contain measures addressed to specific persons in such a way as to render
them individual within the meaning of Article L73, second paragraph.
However, the court specified that there was no such "individualiia-
tion" in the case o{ provisions with a scope restricted to specific terri-
torial zones, if within each zone they affected the interests of cate-
gories of users and dealers who were considered  in the abstract  and
were singled out only in respect of their participation  in the market
for the products in question.
In case 5-58, the Court had to decide once again whether a measure
should be considered a decision or a regularion within the meaning of
the Treaty. However, more difficulties  arose in the case in point than in
other cases: the regulation challenged  limited in time part of the interven-
tion arrangements in council Regulation  No. 1.009/67 of 18 December
1,957(r) and thus meanr rhe removal of a guarantee of sale to the derri-
ment of producers and sellers of the product in question. The court set-
tled the case, which in his submissions the Advocate-General  had called
a borderline case,(2) by stipulating  firstly rhar a provision which abro-
gated or limited in time a provision of general scope is of the same nature
as the general provision; it then stressed that'ias long as it is estab-
lished that a regulation applies in virrue of an objective de iure or
de facto situation defined by the regulation in relation to its purpose,
its status as a regulation is not impaired merely because it is possible to
defermine-to  whatever degree of accuracy-the number, Jr for that
matter the identity, of the persons to which it applies at a given moment."
Appeals by Community  officials
644. Among the decisions  which the court of Justice handed down rast
year in cases concerning  appeals by staff against their institutions,(B)  the
judgment of 11 July 1968 in case 1.6-67(a) should be mentioned. This
judgment represents a further contribution to the "internal measures"
t'l OttiaA  S"zette No.308,  18 December 1967. (l) Recueil, XIV, p. 507.
(") Sec. 628 sr.tpra.
(a) Recueil, XIV, p. 431.THE LEGAL  ORDER OF THE COMMUNITY  461,
theory, already outlined by the judgments handed down in the cases
16 to 18-59(1) and 27 and 30-64(): the Court has classified  as "internal
measures"-acts which of their nature cannot be appealed-rulings  by
superiors on proposals from subordinates concerning the running of a
department, and mere observations to an official by his superior  making
an assessment of that official's conduct on duty.
INTERPRETATION AND APPLICATION  OF SUBSTANTIVE RULES
OF COMMUNITY LAW
645. Only the Court of Justice of the Communities  has the power to
interpret Community law with a force binding on all those concerned.
However, it  can be applied to only on the initiative of a private
individual, a Member State or a Community institution and only in
respect of past acts or inaction.
Nevertheless  the Commission  and the Council are compelled to
interpret the Treaties when the acts which they propose or adopt are
being drafted. The application of the substantive rules of Community
law therefore engenders  problems of interpretation,  the most important
of which deserve mention.
lnterpretation of the substantiue rules of Community  laru
by the Court of Justice
646. It is impossible to give here a full commentary  on the rulings
of the Court during 1968.
Some of the matters are in any case discussed in the chapters
of this report describing the Community's work in specific fields. For
the present chapter, the most significant  aspects seem to be those con-
cerning interpretation of the provisions  of the ECSC Treaty on trans-
poft, the fiscal provisions of the EEC Treaty (Articles  95 to 97), the
concept of lorce tnaieure in certain agricultural regulations, the Proto-
col on Privileges  and Immunities of the Communities  and the discipli-
nary clauses of the staff regulations.
(2) Recueil, VI, p. 45.
(3) lbid., XI, p. 515.462  coMMUNrrY  lAw
Transport  prouisions of the ECSC Treaty
647. The main reason for High Authority  decision L4/65 of 20 July 7966;
authorizing  a series of special rates applicable to certain coal and steel
transport  services to or from the Saar was the change in the conditions
of competition of ECSC enterprises in the Saar resulting from major
changes in infrastructure  (canalization of the Moselle, etc.).
In its judgment of 8 February 7968 on case 28/26 (Kingdom of the
Netherlands z. High Authority), the Court of Justice dismissed all the
arguments of the plaintiff as to the merits and thus confirmed  the law-
fulness of the High Authority's approach; nevertheless  it considered the
lack of a precise time-limit  as contrary to the Treaty and for that
reason annulled the decision challenged.
According  to the judgment, it was not permissible  for the special
rates to provide permanent support intended to offset economic diffi-
culties: they must constitute for the enterprises concerned  an incentive
to adapt within a reasonable  period to the changed  conditions of compe-
tition.
EEC Treaty Articles 95 to 97
548. Five German revenue courts, including the Bundesfinanzhof,  had
submitted to the Court of Justice a series of questions on the inter-
pretation of EEC Treaty Articles 95 to 97 and on the concept of charges
with effect equivalent  to customs duties within the meaning  of the agri-
cultural  regulations.  In the judgments  which it handed down on 3 and 4
April 1968,(1) the Court 9f Justice had occasion nor only to supplement
and confirm its previous rulings but also to clarify cerrain new points.
Article 95 of the EEC Treaty prohibits  a Member State from levying
on the products of the other Member States domestic taxes greater than
those it levies directly or indirectly on like products or taxes likely
to protect other products indirectly. In the absence of like domestic pro-
ducts or other domestic  products  subject ro protection, can Article 95
or 30 of the Treaty prevent a Member State from levying a domestic
tax on products imported from other Member States ? To this question
put by the Munich Finanzgericht the Court replied in the negafive,
arguing that the purpose of Article 95 prevented  such an interpretation
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and that the restrictions  in Article 30 of the Treaty were different in
their machinery  and their object from measures of a fiscal nature.(l)
The Court observed,  however, that the freedom thus granted to the Mem-
ber States had its limits. It would not be permissible to levy on the
products in question taxes of an amount  such that the free movement
of th. goods within the Common  Market would be impaired; but the
limits were not exceeded when the amount of the charge remained
within the general framework of the national tax system of which the
tax challenged was an integral part.(2)
Concept ol force majeure according to Regulation
No. L36/64/CEE
549. The Court of Justice received a request for interpretation of Com-
mission Regulation No.1.36/64/CEE, with regard to the concept of force
maieure occurring in Article 6 of the Regulation  (cas.e 4-68 - Firma
Schwarzwaldmilch GmbH u.Einfuhr-  und Vorratsstelle  fiir Fette, Frank-
furt).
The relevant  clause, which also occurs in other agricultural  regula-
tions, stipulates that all imports from non-member countries must be
couei.d by a licence issued against a security. The security is forfeited
if the import has not taken place during the life of the licence, save in
cases of force maieure.
In a judgment handed down on 11 July 1968, the Court found that
since the .orr-..pt of force maieure was not identical in content in the
various branchei of law and in rhe various fields in which it was used,
its meaning should be determined in accordance with the legal frame-
work in rnitti.tt it was to take effect. Hence the interpretation of the
concept  of. force majeure in the regulation  challenged  should take into
"..o.ri-rt 
the special nature of the public-law relationships.  between im-
porters andthe Member Governments  and thepurposes  of the regulation'
th. Coort inferred that the concept should not be restricted to cases
of absolute  prevention  but ruled that within the meaning of the regu-
lation the importer, in order to invoke force maieure, should have to
prove that fri nad been unable to effect import within the period
(1) Case 27-67, Recueil, XIV, P. 341.
(2) Case 3t-67, ibid.' P. 357.464  coMMUNrry LArr
specified owing to abnormal external circumstances  beyond his control
except at excessive cost.
The Court's reasoning highlights the independence of Community
law in relation to the law of the member countries, even when thl
terminology  used is the same.
Protocol on Priuileges and. lntmunities
650. The judgments handed down by the Court in 1.968, drawing on
interpretations  given in previous cases,(l) show that in the Court's view
the Protocol on Privileges and Immunities is justified, but also limited,
by p-ur9ly practical requirements and that there is no general intention
to shield the staff of the communiries from domestic law and the
domestic courts.
(a) In a preliminary question (Article 177 of the EEC Treaty) filed by
the Hague Gerechtshof  (appeal court), in a suit invoiving thl
Netherlands Government and an official of the community con-
cerning an educational charge (case 32-67 - Van Leeuwen u. Ge-
meente Rotterdam), the court was called upon to interpret the con-
cept of "national taxes" from which the protocol on piivileges and
Immunities of th_e community  annexed to the EEC Treaty exemprs
officials and staff of the community in respect of salaries, wages
and emoluments paid to them by the Community.  The Court
ruled that a charge or fee for a specific service rendered by the
public authorities was nor a tax within the meaning of Article 1z
lf the Protocol, even if the rate of the charge or fee was related to
the 
-salary paid by the Community  to the Jebtor (judgment hand-
ed down on 8 February 1968).
(b) A road accident involving an official using his personal vehicle to
effe.gt a duty mission gave the court the opportunity to rule on a
preliminary question from the Belgian cour de cassation (ruling
handed down on 11 July 196g), on the scope of the immunitf
from legal process enjoyed by officials of the Communities for acts
performed by them in their official capacity (case 5-5g - C.M. Sayag
u. J.P.Leduc).
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The Court gave a narrow interpretadon to the concept of
"official capicity". It found that immunity from legal process
applied soleiy to acts which by qheir nature represented.  partrcr-
o"iion by th! partf invoking such immunity in the work of the
institution to which he belonged'
In the case in point, the fact of driving a motor vehicle was
i 
^r, 
prrfor-"J ir,'an official capacity only in the exceptional
."r., *h.n that altiuity could not be accomplished other than under
ih. 
"uthority 
of the Community and by its own staff'
D i s ciplinary arl cmgernent s I or C ommunity st af f
651. ln its judgment handed down on 11 July]968 in case 35-67'the
Court reversed a decision of the (ex-Euratom) Commission' which had
dismissed a scientific official as a disciplinary  measure'
The scope of this judgment goes beyond the case in question' since
it is the firstiime th. bo,itt has-handed down a judgment  concerning
" for-"f disciplinary pro..do," and since it discussed and settled a num-
ber of important points in this field'
As to the nature of the disciplinary  procedure' the Court declared
that the board of dircipline, tho,rgih  a consultative  organ of_the authority
.*p;;;;J  to make "ifoitt-tnl,  *"' bound to observe the fundamen-
iui'p.o""aotal  requirenients  in the exercise of its functions'
The Court was anxious to reconcile compliance  with. procedural
safesuards,  which is so important in such a field, with the practical
,.o,irr.**J';i  ,il" i";.tioning of the institutions. It f ound that the Com-
-ilti.t,  i" its capacity as autliority empowered to make appointments'
;;;4, to have heard-the party concerned itself instead of instructing
;:il;iIi.i"r'i.  rr.". him. However,  generally  speaking, it recogniz-
ed that the Commirri.i .."fa entrusi i-his task to otte or more of its
o*t i.r"Utrr, if ,.rron, .o,t"ttttd with the smooth running of the serv-
ices so iustified.
Application ol the substantiue rules of Comrnunity law by the
Council and Comrnission
652. The more difficult problems  dealt with by the Commission  and
Conn.ii in 1'968 included two more recent questions:466  coMMUNrry LA'n
a)
b)
the harmonization  of customs legislation, and
the application of Articles 108 and 109 o(. the EEC Treaty (the
balance ot payments).
Harmonization of customs legislation
653. As- already noted above,(l) the completion of rhe customs union
on 1 July 1968 opened a new chapter in community law. To replace
the member countries'  regulations or harmonize them with a view to
removing  the distortions of competition and diversions of traffic or
manufacturing  which disparities could engender, a body of common
rules ol customs legislation  is being builiup, which, in the customs
union fixed by the EEC Treaty 
"r 
otr" of the found"ti..r, of the com-
lunjty, is obviously  necessary  if the removal of customs  duties and quan-
titative restrictions between the Member states and the application  of a
common customs tarilf are to be effective-
^ 
The preparation of the texts now adopted led the commission  and
council to fix their views on importa't proLlemr of interpretation  which
concern both the relations  berween  the different parts of ?he EEC Treaty
and the relations berween the three Treaties esiablishing ,l* E.rrop.",
Communities.
Relations between the diflerent prouisions ol tbe EEC Treaty
654. Thecustoms  union is both rhe essential and the most prominenr
feature of economic integration,  and it is therefore t"rt.r r.rip'ririrrg th"t
fo_r tle alignment of national cusroms legislations rrticrJ i  of the
EEC Treaty has made provision for no community acrion other than
Commission  recommendations  to the Member States.
-  The rericence of the. Tr^eaty on this point conrrasrs srrongry with
the powers conferred,on  the Council to l.girl"i.,;r;;; e;;;;ri.r'pro_
posals, in the field of commerciar  poricy.-shouia  it u". inf.rieJihat th"
authors of the Treaty_ regarded  the ,ttrifi.ation of customs i.girl"tio.r,
rather as a logical 
"nd ,ri.rra.y --pro"ent to the estabrishment of a
common commercial  policy towards non-member  countries ? The com-
mission has reached  this conclusion only in respect of certain 
"rp..t. 
of
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rhe customs legislation (cf. regulation of the definition of the origin
of goods).(r)
For the orher parts of the customs legislation, the commission  has
thus been led to envisage the application of Article 100 on the "approxi-
mation of such l"*s 
""nd 
r.gol"tiott. of the Member states as have a
direct incidence on the establishment or functioning of the. Common
M;;k.;;;. But all that Article 100 allows of is the mere approximation  of
domestic laws through directives to the Member States'
It has, however, become apparent that on certain points (for instance,
"rr"rrg.-.nts 
governing the definition of customs  value) it was essen-
;iJ;;;l;;fi.,  "r'd fL ,o1., uniformlv  and directlv applicable in the
-.-b.", countries.  Having noted that the Treaty had madeio p.rovision
i;;il;d;.,  f". ,fr. p"iu.tr required to achieve one of the obiects of
;-h. C;-;;rity, the C6mmission  and Council, afterconsulting  the Euro-
;;p;;il#i,  decided that here was exactly the kind of case covered
by Article 235.
Relations between the three Treaties
655. Generally  speaking the relationq between the three Treaties  are
;;;;6  ir,i.t" n[  otthe EEC Treatv' The pril.ciple,is as follows:
because it has g.n.r"1 scope' the EEC Treaty applies.also to nuclear
;;;;;;,  ;.t" .3d "ni 
,rr"i*t ere these are notgoverned  by one or orher
of the two correspoia|g  ft."ties; otherwise,  the relevant provisions of
,n. eor".o- 
"nd^nCSC 
?reaties take precedence  over those of the EEC
i;t  Apart from the historical accid..tt that the Ecsc Treaty was
;;n!j  fiii 
"nd 
rhe EnC and Euratom Treaties a few years later, the
,.T"tion, between the EEC Treaty and each of the two other Treaties  is
ti", like the relations between a lex generalis and a lex specialis.
Oneconclusionalreadydrawnfromthisprinciple.isthattheclauses
of the EEC Treaty ;; i;;J"-  of establishment  and freedom to supplv
..tti-.* "ft. "pply 
to activities connected with coal and steel'
In customs matters, the application  of this rule to nuclear products
raises few difficulties. The common customs tariff established in accord-
ancewithArticlegoftheEECTreatycoversthemaswell,andall
.i*  ,n" ,p..i"l ,u1., l"id- do*n by the Euratom Treaty for the esrab-
lishment of a common market in nuclear products do is to make
fl OftUAt-gorette No. L148,28  June 1968'458  COMMUNITY LA.w
exceptions_of  very limited scope ro the EEC Treaty, most of which  hav<:
now ceased to have effect. The harmonization  of customs legislations  orr
the basis of the EEC Treaty will therefore also cover ,roclei, products.
The situation is less clear at first sight for ECSC producrs,  since,
the common customs tariff is not valid Jor them. Th; ECsc rreaty
.contains  sp_ecial provisions for them which do not go as far as the estab-
lishment of a customs union or of a common coirmercial policy, but
seek only to reconcile the operation of the common Market wiih the
maintenance,-as  to principle, of the Member states'powers  in the matter
of commercial  policy towards non-member countriis (Article 4(a), Arti-
cles77 to 75).
should it be concluded that the EEC Trcaty rures on the harmo-
nization of customs legislations cannot apply to coal and steel ? This
yquld seem to neglect the fact that the EC-s-c'Treaty  achieves only par-
tial- intregration  and that its commercial policy .1"o..r, whicir'say
nothing of the harmonization of custo-r .-onttol 
"rr"rrg.a"nts, 
haue
only limited scope. In view of the silence of the Treaty"here,  there is
no valid motive for reasoning otherwise than has aheady been done for
freedom of establishment  and freedom to supply ,ervic.s.
This means that there is no obstacle, in respect of the principle, to
applying to coal and steel the rules adopted on th. basis of the Erc
Trea,y- (c{. regulation on the origin of goods).(r) However, it is also
possible that the competent institutions may prefer to restrict ih.i, inr.r-
vention to what is necessary to the application  of the common customs
tariff ; in this case, rhe arrange-.nrc-"dopred  will not apply for ECSC
products (cf. regulation on cusroms valuaiion).(r)
Application of Articles 108 and 109 ol the EEC Treaty (balance ol
payments\
556. The economic difficulties in France during May and June 195g
naturally had_repercussions on the external .quilibriu- 
"f th. French
economy, and consequently on the balance of p"y*.nts, Ieading the
community  institutions and the French Repubrii to apply Articles 10g
and 109 respectively.(') on that occasion, certain prirr.ipl., were laid
down concerning  the legal analysis of these provisions and their imple-
mentation.
1t1 OllirAt gorerle No. L l4g,2g June 196g.
(z) For stcel, the measures of protection and support for French industry were adopted
on the basis of Articles 37 ind 57 of the ECsi rr.riy t"rif r;;;;l;;;;;r;;;  i,."rrr.r)THE LEGAL  ORDER OF THE COMMUNITY 459
557. Article 109 was construed-the  wording is clear on this-as  a rule
enabling the Member State concerned to adopt safeguard m€asures dero-
garing from the rules of functioning of the common  Market, but only
for protective purposes  (d titre conseruatoire). The protection _concept
justilies unilateral  measures only in so far as there has been no Commu-
nity decision at the appropriate time (i.e. "immediately", as the text
says), on mutual assistance under Article 108(2);  as a corollary, as soon
as rhe Community procedure of Article 108 comes into operation, the uni-
lateral measufes adopted by the Member Stare must be dropped. It
follows that the unilateral  measures adopted for protective purposes are
the only ones in respect of which the Council can act under Article
109(3), ruling with a qualified majoriry on a commission opinion and
after fonsulting the Monetary Committee, to require the Member State
concerned to a=mend, suspend or abolish the measures.  Such action by
the Council therefore  alsohas  an emergency  character and cannot replace
any measures  adopted  in pursuance of Article 108.
In short, as soon as the community  procedure  provided for in Ar-
ticle 108 has been completed,  the unilateral protective measures have no
further justification 
"nd 
,tt.ttt either be replaced by measures adopted
under Article L08 or be withdrawn.
658. Article 108 itself contains a logical sequence of actions'
First of all, Article 108(1) provides for an examination of the
situation of the Member State concerned by the Commission in the
light of the measures which that State has already adopted- or which
tlie Commission itself recommends.  These are measures under Article
L04, and the view has been widely accepted that at this stage the only
-.ur.rr.. which may be adopted are those which are compatible with
the rules of the Treaty and the acts adopted for its implementation.
consequenrly, Article 108(1, first paragraph) does not allow the state
to adopt 
"rrd 
do"r not allow the Commission to recommend it to adopt
derogatory safeguard measures.
Secondly, if the measures which can thus be adopted by the Mem-
ber State do not appear adequate,  the council  can then, on a recommen-
dation by the Commission,  which must consult  the Monetary  Committee
for the purpose, grant mutual assistance.  This presupposes .the 
active
interveniion of the other Member  States and not a mere passive accept-
ance of measures  adopted by the Member State concerned. This is
what happened in the case in point. In other words, a directive gfant-
i.tg mutual assistance  has to bi addressed  to the Member  States other470  coMMUNrry  LA\y
than the one in difficulty. The Commission  can quite well simulraneous-
ly recommend measures to the Member State which it must adopt it-
self, note that these will however be insufficient and recommend mu-
tual assistance;  this is what in fact happened.
Lastly, safeguard measures liable to derogate from the rules of the
Trcaty and of the implementing provisions can be granted by the Com-
mission under Article 108(3), where the Council has refused the mutual
assistance which the Commission has recommended,  or where mutual
assistance  is granted by the Council but is inadequate alone, or in combi-
nation with the measures adopted by the Member State under Article
108(1), to remedy the situation. In the case in poinr, the Commission
granted safeguard  measures under Article 108(3). Therefore,  the Member:
State can now adopt or maintain only such measures  as are compatiblc:
with the aufhorizations granted by the Commission.
INFORMATION ON THE TREND  OF COMMUNITY LAW
659. As in previous years, the Commission continued information work
on the development  of Community  law.
The representatives  of the Commission,  and in particular of its
Legal Service, participated regularly in the work of the Legal Affairs
committee of the European  Parliament on imporranr mamers affecting
the legal order of the Community. In particular the debates on Com-
munity procedures for enforcing derived Community law may be men-
tioned; these were based on a report submitted by M.Jozeau-Marignd
which led to the adoption of a resolution by the parliament in the oco-
ber session.
At various symposia and seminars matters connected with the
application  of Community law were the subject of detailed study: prob-
lems linked with nationalized  undertakings  and competition  at a'"B-ruges
week" in April, the right of establishmenr at Fontainebleau and
Bari in October, the relations between Community law and the law of
the Member States at Hamburg in November. The second Iralo-German
legal congress held at Berlin in september was devoted to problems con-
nected with the abuse of dominant  positions as controlled by Commu-
nity law and by the law of the Member  States, and to jurisdicion  and
the enforcement of civil and commercial  judgments.  The fourth congress
of the International  Federation for European Law met at Rome in octo-
ber and was attended by a number of members of the court of Justice
of the European  communities, senior judges of national courts and tri-THE LEGAL  ORDER OF THE COMMUNITY 471
bunals, jurists and lawyers particularly  interested in the development
of Community law; representatives  of the Commission's Legal Service
took part. Problems  connected with the concentration of enterprises in
the Common Market were studied in detail at the congress.
A second visit by members  of the committees of the Bundesrat (Ger-
man Federal Council) and senior ministerial advisers responsible for
matters of European law provided an opportunity for a profitable
exchange of views on the establishment of penalties  to ensure compli-
ance wiih Community law, the prerequisites and the limits of Article 235
of the EEC Treaty and the interpretation of Article 155, final subpara-
graph, of the Treaty.
Contacts  with judges in the various countries were also continued
during the period covered by the present Report, in particular with
Belgian judgis, the future French judges of the centre national d'6tudes
judiciaiies, and Gerichtsreferendare (judges in training)  of_ the_Federal
Republic of Germany.  The main topic was the relationship between
Community law and the law of the Member States. The Commission
continues to encourage such contacts with judges and officials respon-
sible for the applicati,on  of Community law in the Member  States. The
conracts "r. 
.rt"blirhed by means of visits made by groups of judges and
officials to the Commission's departments or by the participation of
officials of the Legal Service in legal meetings organized  by the nation-
al associations  such as the Association  europdenne de juristes in Paris
or the Academisch  Genootschap  of Eindhoven.
Il1 February the Legal Service of the commission organized a meet-
ing of a number of lawleachers,  judges and practising  lawyers from the
community legal world who are interested in the problem of preventing
modern t..httiqo.r  concerning  legal information {rom developing  solely
within individual States and without proper co-ordination  of effort. The
meeting was used for a tentative exploration of ways and means of
concerting information.
Outsiders are still showing considerable interest in Community law:
there have been visits ro the Commission in Brussels by British and
Scandinavian  lawyers, whether teachers or practising lawyers, and con-
ferences organizei in London by the British Institution  of International
and comparative Law on community law and the common law. The
53rd conference  of the International Law Association  held in August
in Buenos Aires should also be mentioned;  attended by officials of the
Commission, the conference  discussed  problems connected with Com-
munity law.472  coMMUNrrY LAw
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